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PREFACE 


The work now published was written in 1937 and 1938, and the 
greater part of it was revised for the press before the outbreak of 
war in September 1939. Here and there I have found it convenient 
to insert a sentence or a paragraph which gives completeness to 
some particular inquiry by continuing it to the very end of the 
twenty -one years of peace. But I have resisted the temptation to 
undertake a new revision. War quickly changes the perspective in 
which we see our problems, and — to take one example — it is im- 
probable that I could to-day discuss the Economics of Siege exactly 
as I discussed them in 1937-8. Tt is for this very reason that I have 
sent my chapters to the press substantially as they stood vsix months 
ago. For it is not only the expeiience of the period 1918-39, but the 
point of view of the men who were trying to understand that 
experience when its period was closing, which later generations will 
want to study. 

The outbreak of war has nevertheless altered my plans of publica - 
tion. I have not written merely for the later generations which will 
survey our problems from a distance, but for the present generation 
which has to grapple with them now. For some years I hoped that 
my work might be completed before the outbreak of war ; I am now 
anxious that some part of it at least should be read before the making 
of peace. The first two chapters of this volume attempt to lay 
foundations for a study of economic policy both in the 'autonomous 
nations ’ of the British Commonwealth and in the Dependencies : the 
third chapter concentrates upon the experience of the 'autonomous 
nations’, and follows it as far as 1939. There is sufficient unity in 
these three chapters to justify their separate and immediate publica- 
tion. It may be possible later on to complete the work by publishing 
some more chapters which will find a similar unity in their concern 
with African problems. One of these chapters was already written 
before September 1939. 

Even if the work is thus completed, it will still fall short of the 
ambitious plan which I made some years ago. The plan was broadly 
sketched in the preface to the first volume of this Survey, The 
preface began by quoting a famous memorandum in which Sir Eyre 
Crowe discussed the nature of naval power, arguing that the jealousies 
which it provokes can only be averted — 

‘on condition that the national policy of the insular and naval State 
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is so directed as to harmonize with the general desires and ideals com- 
mon to all mankind, and more particularly with the primary and vital 

interests of a majority, or as many as possible, of the other nations’. 

Sir Eyre Crowe believed that the British Empire had achieved this 
‘harmonization’ by its policy of national freedoin and by its policy 
of economic freedom. Was his memorandum justified in his own 
time ? Did the same confidence fit the realities of the situation 
after 1918 ? I took the latter question as the starting-point of my 
own inquiry, and planned my book in two volumes: Volume I, 
‘Problems of Nationality’, and Volume II, ‘Problems of Economic 
Policy’. 

The orators of the Imperial Conference declared that the British 
Empire was realizing the principle of freedom by transforming itself 
into a Commonwealth of Nations. They declared that each of the 
free nations of the Commonwealth was shaping its policy by the 
ideal of ‘equal rights for diverse communities’. I tested these pro- 
fessions by confronting them with the constitutional and political 
facts. In some parts of the Empire (Canada, for example) the theory 
and the facts fitted very closely together; in other parts, such as 
Kenya, there was a discordance. Investigation showed how com- 
plicated the reality was, in contrast with the theory. It became 
necessary, even in the first volume, to take some account of the 
economic facts, as well as the constitutional and political ones. 
Irishmen, when they demanded national self-determination, were 
demanding something economic as well as something political , their 
efforts to make this demand effective were examined as a single 
piece ^ The warring communities in Palestine were divided not 
merely by racial feeling but by their separate ways of economic life . 
the lines of economic stratification were compared with the lines of 
racial division. But most of the economic testing was necessarily 
postponed to the second volume. Before I began writing it, I had 
committed myself to asking questions like the following: Was the 
economic relationship between Great Britain and the Dominions, 
like the constitutional relationship, a ‘network of contacts’ joining 
free and equal societies to each other ? Was constitutional change 
in India transferring from British to Indian hands the effective 
guardianship of India’s economic destinies ? Was economic policy 
in southern Africa really aiming at ‘equal rights for diverse com- 

^ It has therefoie been possible in the present chapters to exclude Irish problems, 
thereby permitting greater concentration on the overseas Dommions. Still further 
concentration has been achieved by postponing the study of South Africa’s economy 
to the part of the book which deals specifically with racial and economic issues in 
Africa 
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munities’, or was it aiming at the erection of a racial -economic 
caste system ? 

To these particular and concrete questions was added the challenge 
of some resounding generalizations.^ A friendly German critic who 
read my first volume in draft dismissed altogether the conception of 
the Commonwealth as an association of free nations; he justified 
the Empire because it was founded {so he said) on the continuing 
ascendancy of a single aristocratic race, the English. M. Stalin's 
speeches on Marxism and Nationality condemned the Empire because 
it was founded (so he said) on capitalist exploitation by the possessing 
race and class. If either of these generalizations contained the whole 
truth, there was little point in persisting with my particular ques- 
tions, for they could be answered by deduction But I ventured to 
decide that these generalizations ought to be tested, just as the 
Imperial Conference orthodoxy was being tested, by investigations 
into fact. I was not to be deterred from asking my particular con- 
crete questions. And, as I made headway with my second volume, 
I found that I had to face new questions. Some of these new questions 
were technical, others were hardly less general than those put to me 
by reading Stalin and listening to my German friend. I had to 
grapple with detailed problems of migration, investment, and trade. 
And I found myself continually preoccupied with wider aspects of 
the relationship between economic and political activity, between 
sovereignty and ‘the natural propensity of mankind to traffic and 
exchange'. 

Finally my questions and study took shape in the following table 
of contents: 

Chapter I* Perspective View. 

Chapter II : The End of the War. 

Chapter III : The Autonomous Nations of the Commonwealth. 

Chapter IV : Africa. Evolution of the Settlers’ Frontier. 

Chapter V : Africa. Evolution of the Traders’ Frontier. 

Chapter VI: India : Economic Aspects of Constitutional Change. 

Chapter VII: Review. 

Under these headings it seemed that I should be able, while retaining 
the ‘ microcosmic ’ method of detailed investigation, to face all the 
larger questions which had forced themselves upon me. But if to-day 
I were to persist with this complete plan, publication would be 
delayed for some years yet. So I have come to terms with circum- 
stances. Everything that I have written about the Dominions (ex- 
cluding South Africa) is published now. The African chapters may 

^ See above, vol. i, ch. vm. 



X PREFACE 

follow before very long The Indian chapter, though it would carry 
further a study of the Indian national question contained in volume I, 
will probably not be written. It is to be hoped that some other writer, 
equipped with a first-hand and sympathetic knowledge of Indians 
national, religious, economic, and governmental problems, will under- 
take in one sustained effort a Survey of Indian Affairs 1918-1939. 

It may be appropriate to address some words of explanation to 
economists. They will perhaps feel impatient with my book because 
it moves so slowly: why waste so much time about situations and 
policies whose significance is quickly clear to the trained economic 
intelligence ? My defence is that I am writing history. The historian 
is trained to study policy not merely in relation to economic theory, 
but in relation to the situations out of which policy arises. He cannot 
foreshorten his study by leaving out emotions or interests or vulgar 
errors which are part of those situations and therefore determinants 
of policy. For example, a student of the migration question between 
1918 and 1939 has to reckon, not merely with the real population 
trends, but also with the illusion, widely held twenty years ago, that 
a British Empire of three hundred million white inhabitants could 
be confidently expected by the end of the twentieth century. Simi- 
larly, in the closely connected matters of investment and trade he 
has to follow the process by which policy fumbled its way through 
illusion towards reality — or was it towards new illusion ? It is at 
this point that economic criticism must be called in 

I have been helped by economists, historians, and officials in all 
the Dominions Some of them would not wish their names to be 
mentioned, so I must thank generally all those who have read parts 
of my work in draft or have discussed difficult points with me. I 
must also thank some friends who have warned me at times when a 
tired mind was revealing itself in a flagging style. I owe most of all, 
in this as in some earlier enterprises, to the friend whose memory is 
recorded m the dedication of this volume. I also owe much to the 
friend and collaborator whose penetrating essay on Marxist theories 
of Empire is printed at the end of the volume. 

There are other debts which I most gratefully record. The Lever- 
hulme Fellowships Trust gave me the opportunity of nine months’ 
investigation in the Dominions, and the University of Birmingham 
generously made the arrangements which permitted me to use this 
opportunity to the full. Without such help I could not have com- 
pleted even that part of my work which is now published. 

Finally, I must again express my thanks to the Council of Chatham 
House and to the Director of Studies, Professor A. J. Toynbee, for 
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encouraging me to exercise full freedom in planning this Survey and 
working on it. I have tried always to bear in mind their hope that 
the Survey will be continued, and to lay foundations which may be 
useful to the writer who will follow me. But every one must work 
according to his own individual method, and there are parts of the 
British Empire — the West Indies and British Malaya, for example 
— with which I have been unable to deal. When the time comes for 
my successor to begin the third volume of this Survey, he will find 
that the ^perspective view’ still remains incomplete. 

W. K. HANCOCK 

%th December 1939 
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CHAPTER I 

PERSPECTIVE VIEW 

I 

Economic Frontiers 

This volume sets out to probe the econojuic content of policy m the 
British Commonwealth of Nations since the Great War. It will 
grapple with the economic problems of colonial and mandatory rule. 
It will investigate the relevance or irrelevance of the Commonwealth 
tie to the economic policies pursued throughout twenty years by 
half a dozen fully autonomous governments. It will view the pohey 
of each separate area against the individual background of economic 
organization and change in that area. It will relate all tins complex 
and intractable economic material to the basic political forces. 
This, at an}" rate, is the programme. It would seem to be a formid- 
able programme. But is it ? Is there any real need for investigation ? 
A dogmatic word challenges the investigator before he has even begun 
his work, and tells him to spare his x>ains. That word is imperialism. 
Many writers use the word as if it contained all the history and 
politics and economies of all the emjnres that are and have ever been. 
How happy men would be if the words which they make could really 
hold so much ’ What a blessed relief to them from the toil of inquiry 
and thought ’ Alas, they may get anything, or they may get nothing, 
from these words which pretend to tell them everything Imperiahsm 
is a word so arrogantly and capriciously used that it has become a 
positive hindrance to thought. Some men use it in order to jiraise, 
others in order to blame ; and the things which they praise and blame 
are different things. T am a good imperialist,’ an Australian states- 
man declares, intending merely to avow his resolve to do what in 
him lies to preserve the constitutional ties which join Australia to 
Great Britain. ‘He was a constructive imperialist,’ writes an his- 
torian in jiraise of the honest, jiloddmg Huskisson. But to Marxian 
theorists and an increasing proportion of the ordinary jiublic the 
‘imperialist’ is a robber and a bully. Imperialism is no word for 
scholars. The emotional echoes which it arouses are too violent and 
too contradictory. It does not convey a precise meaning. It is hke 
a stage -screen from behind which may step the most oddly assorted 
figures — Lord Durham and Mr Josejih Chamberlain and Mr. Asquith 
and Mr. R. B. Bennett and David Livingstone and Signor Mussolini. 


B 
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The IVIarxist critics who have adopted this difficult word have 
managed to hammer it into some sort of consistency, so that it 
circulates within their restricted circle as com which has at least its 
own definite ring. It is a harsh ring , for with a ])essimism which is 
the exact counterpart of the optimism of their ‘orthodox’ precursors, 
the Marxist economists have assumed in the economic process 
throughout past history tlic presence of ‘an invisible hand' whose 
operation is always evil. They have at the same time postulated that 
the economic pressure is tlie basic thing in history. Imperialism 
therefore means to them the extension in space of a society whose 
action is determined by its economic and class structure ; it is rooted 
in exjiloitation and grows by exploitation '^flns coiK^eption has the 
great merit of focusing attention, not merely u])on governments, but 
upon the foTces which move governments It is a useful sign-])ost 
for the working historian All the same, it is not nearly so piecise as 
it ought to be. (‘onsider one historical element only, that of recorded 
time. A( (“ording to some ^Marxian experts, imperialism belongs to all 
recorded time, so that it is possible to speak of Athenian imperialism, 
or Venetian imperialism, or eighteenth-century Entisb imperialism. 
According to Lenin, imperialism is only ‘the higliest stage of capital- 
ism', and cannot really be said to exist before 1 876 A concept surely 
cannot help our thought very much if we do not know for certain 
whether it fits the facts of twxi millennia or merely those of two 
generations 

Let others labour to split the ism It is no task for the historian 
He IS fi ('0 to disiegard the concepts which other people make, if they 
do not hel]i him to get his material into focus. He is free to push 
ahead with his own investigations, stating his problems in liis own 
terms and using the words which suit him best. No barm if they are 
unpictentious everyday words’ For the present inquiry, the word 
poni'ier will serve as a starting-xioint Tins word too has different 
significations , but the differences are clear-cut, and they offer a 
useful clue In books dealing with European history, the frontier is 
something fixed. It is the sharj) edge of a sovereign State. In books 
dealing with American history, the frontier is something moving. It 

^ Pcihaps ono should not stress too much the verbal carelessness of Loriin, who 
quotes witli approval Mr J A Hobson’s loss pretentious but more useful dintinction 
betuocn the ‘new’ and the ‘old’ unpeiiahsm. (See Imper%alism, Little Lenin Library, 
vol XV, p 83, and J A Hobson, /mpcna/ism, London, 1902, p 324.) Yet this verbal 
carelcssiicHH is suggestive of rleeper faults m Lenin’s book. It is not, after all, very 
helpful to dehno one xsm by another xsm especially wlion that other ism is itscU 
‘an iinwholcsoino Irish slew’ mto which very iniseellanoous ingredients are thrown. 
(See K Hocksther m Kconotnu Tfistorij Review, November 1936, p 45) And see 
Appendix I to tins volume for a review of the litoratuio dealing with ‘rinponalism’. 
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is the advancing fringe of a dynamic society. The European frontier 
is fundamentally a political thing. The American frontier is primarily 
an economic thing. 

The European frontier was not always sometliing sharp and fixed 
and impenetrable In the eighteenth century European frontiers 
were still leaky not all the bloody laws of France and Spain, Adam 
Smith said, were able to keep their gold and silver at home. But the 
bloody laws of Russia or Germany are able to-day to keep their 
roubles or marks at home’ A few centuries before Adam Smith 
wrote, the frontiers which partition Europe to-day hardly existed. 
Was England an exception ? A rhyming patriot of the fifteenth 
century exhorted his country men to 

‘Keep then the sea, winch is the wall of England ’ 

But the ‘wall’ did not wholly suriound England. England was not 
entirely an island In the noith theie had been no wall since the 
Romans left. Instead of a sharp frontier separating England and 
Scotland, there was the loose feudal society of the border The 
border was not a line, but a district, where the thieving Scot and the 
thieving Englishman had sufficient liberty for roving forays A few 
centuries earlier it had been the same in the wa^st , between England 
and Wales there was no state-guarded frontier, but tlie marches 
entrusted to feudal oversight. It was everywJieie the same in 
medieval Europe. Before the frontier, there was the march Instead 
of sovereign states and their clear-cut frontiers, there was a confused 
patchwork of feudal jurisdictions, an indistinct merging of France 
into Germany and Germany into Poland, and a single society of 
religious ordering in which all temjioral authority W'as embedded 
But during the past four or five centuries the sovereign vState has been 
steadily gathering into its own hands all authority, spiritual no less 
than temporal , it has been seceding from Christendom and constitut- 
ing itself as a distinct society, sufficient unto itself. It finds its 
criterion of success m the impenetrability of the frontier which sur- 
rounds its territory. It regards military and administrative achieve- 
ment as the condition of all other achievement. It has already made 
the frontier a wall lined with soldiers and customs officials, a wall 
propped up by the defence forces and the bureaucracy which the 
sovereign government controls from its capital city, a wall which 
cannot be knocked down or shifted except by stronger pressure from 
the other side. But can the wall exclude the intellectual and spiritual 
forces of neighbouring societies ? Can it contain the economic 
energies of the society which it surrounds ? In our own day, states 
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which call themselves ‘totalitarian' have not shrunk from pursuing 
even these objectives. The sovereign people, or the ruling faction 
which claims its authority, has sought in every sphere of human life 
to apply the maxim of the sovereign prince, cuius regio illius religio. 
The self-sufficiency which the State pursues must be made absolute 
in the economic and the intellectual siiherc. The perfect unity which 
IS its goal must be a unity of all power — the power of armies and 
factories and schools, the power of a single will and faith. There 
must be no frontiers, of commerce or of thought, advancing and inter- 
secting by the laws of their own motion independently of what the 
State has willed. The fixed political frontier of each separate sove- 
reignty must encircle a national being which is one and indivisible, 
body and soul. 

A single quotation will reveal how different and how challenging 
is the meaning which the Americans have given to the ^woid frontier. 
‘Stand at Cumberland Gap and watch the procession of civilization 
marching single file — the buffalo following the trail to the salt spiings, 
the Indian, tlic fur-trader and hunter, the cattle-raiser, the pioneer 
farmer — and the frontier has passed by. Stand at South Pass in the 
Rockies a century later, and see the same procession with wider 
intervals between.’^ The American frontier is not a political thing 
but an economic thing ; it is not an institution but a movement. It 
is the wave of civilization advancing across the continent — or rather 
it IS a senes of weaves. The traders’ frontier rapidly and easily invades 
the west, because the Indians arc eager for the white man’s goods. 
Rut the quick advance of the traders’ frontier delays the advance 
of the farmers’ frontier, because chief among the white man’s goods 
are firearms. The farmers’ frontier itself, under closer inspection, 
reveals itself to be a w^hole series of frontiers, advancing at different 
speeds which are determined by differences of geographical setting 
and economic technique. In the dry west the ranchers’ frontier mo ves 
more rapidly tlian the farmers’ frontier ; the miners’ frontier reaches 
the Pacific coast in one long leap The detailed analysis of the 
advancing frontier is a task on which American historians have 
worked fruitfully for nearly two generations. The same theme sug- 
gests itself spontaneously to students m Canada or South Africa or 
Australia ^ There is a famous gap in the range of the Blue Mountains, 

^ Soe the famous essay, The Signijtcanre of the Frontier in American History y read 
by Professor Turner to the American Historical Society m 181)3 and published with 
other papers under that title 

^ I used the idea of the moving frontier in Chapter I of my book, Australia (Benn, 
1930), without any eonseioub boi lowing trom American historians, with whose work 
I was not then familiar. 
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that wall of rock and scrub which for a quarter of a century 
hemmed the infant colony of New South Wales within the coastal 
plain. Stand at this gap and watch the frontiers following each 
other westward— the squatters’ frontier which filled the western 
plains with sheep and laid the foundations of Australia’s economy, 
the miners’ frontier which brought Australia population and made 
her a radical democracy, the farmers’ frontier which gradually and 
painfully tested and proved the controls of Australia’s soil and 
climate. Stand a few hundred miles further west on the Darling river, 
and see what these controls have done to the frontier. The farmers 
have dropped out of the westward-moving procession, beaten by 
aridity. Only the pastoralists and prospectors pass by. In the west 
centre of the continent, aridity has beaten even the pastoralists. On 
the fringe of a dynamic society there are left only a few straggling 
prospectors and curious anthropologists, infrequent invaders of the 
aboriginal reserves. 

The concept of a moving frontier will reappear frequently in this 
book. But what is it that makes the frontier move ? The pheno- 
menon of its movement is not confined to the new trans -oceanic 
countries and to recent times. The great wave of European ezvih- 
zation which in the past century has swept over the grass-lands of 
Nortli America and 8outli Africa and Australia is only the last of 
a series. There was a great Renaissance wave, which carried Euro- 
pean civilization across the ocean and lodged it in the New World. 
And there was a vigorous medieval wave which five or six centuries 
earlier initiated the wJiole historic process of European exjiansion. 
It IS in the simple begmmngs of this process that we can most clearly 
perceive its causes 

The medieval expansion of Europe is of two distinct types — a 
predominantly landward exjiansion, with the Germans in the van 
of it, and a predominantly maritime expansion, with the Italians 
leading. Corresponding to the two distinct types are two distinct 
impulses. ‘The natural propensity of men to traffic and exchange’ 
was the dynamic of the maritime expansion , the natural propensity 
of men to multiply their numbers was the dynamic of the landward 
expansion. Medieval history is full of pitfalls for the generalizing 
historian , but the mam features of both the German and the Mediter- 
ranean expansions are clear. The German expansion is the historic 
root of some important contemporary problems ; it forced its way 
across the Elbe into the Slav lands, but its advance was not unbroken ; 
it left the Czechs as a Slav promontory jutting into the Teutonic 
sea. Contemporary German historiography and National- Socialist 
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propaganda emphasize the racial -political impulse to expansion* 
the Germans, they argue, were ]iursuing a mission of eivihza- 
tion, conqucrmg and civilizing inferior Slavs. This impulse may 
possibly have been present , but it could not have been very 
clearly conceived. After all, Germans of the twelfth century did not 
have the privilege of reading Mein Kampf and the works of Herr 
Rosenberg. What did they read? Chiefly the books of Christian 
teaching. The ideas in their heads were more probably the ideas of 
Christianity than the ideas of race If the advancing frontier was 
in one aspect a racial frontier, still more was it, in the minds of con- 
temporaries, a crusading, a missionary frontier. But most of all was 
it a population frontier, a frontier of settlement. It is agreed among 
historians that population pressure was making itself felt in the 
agricultural villages of w^estern Europe as early as the tenth or the 
eleventh century. One of the consequences of tins pressure was 
pioneering. The vtlles neuves north of the Loire, the basHdes south of 
it, the polders of the Low Countries, all testify to an overflow from 
the old villages and a determined effort of internal colonization. 
But a time came when overcrowding made itself felt in the new 
villages also. The overflow then broke through the frame of old 
Christendom and forced its way from the Gorman lands into the 
Slav lands. It was conquest and extermination, it was a crusade, 
it was economic adventure. The story of it — like the story of many 
another outpouring from the homelands of Europe — cannot be truly 
told without doing justice to its political, ideological, and economic 
aspects Modern historians have revealed the deep signiffcan(*c of 
the economic impulse. Brofessor Eileen Bower ventures upon a 
detailed comparison between twelfth- and thirteenth- century Ger- 
many, with its movable eastern frontier, and nineteenth- century 
America, with its movable western frontier. Both countries, siie 
says, ‘passed through tlic same stages and bred the same tyjics’.^ 
Our first economic frontier, then, is the frontier of settlement It 
has no necessary connexion with any political frontier. We can if 
we wish imagine an ‘empire of settlement’ to which the frontier of 
settlement belongs, but we shall do weU to think of it as a meta- 
phorical empire, an ‘informal empire’.*^ The advance of a settlement 
frontier may pull the frontier of imjierial sovereignty after it, or the 
establisliment of sovereignty may encourage settlement ; but neither 
of these things necessarily happens. We shall see later on how im- 
perfect was the correspondence between the extension of British 

^ Ca?nbndge Meduievnl History , vol vn, p 723 

^ The phraHp is used m C li Fay, Imperial Economy (Oxford, 1934), p 46 
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settlement in the nineteenth century and the extension of British 
sovereignty. Only some of the places marked red on tlie map were 
attractive to British emigrants ; tlie jdaces which attracted them 
most powerfully were not marked red. The frontier of settlement is 
a discriminating one ; it picks and chooses its location in response 
to considerations of climate and social opportunity. But there is 
another type of economic frontier, and another t\pc of ‘economic 
emynre’ to which these considerations are largely irrelevant. Idle 
frontier of trade does not pick and choose. The ‘empire of trade’ is 
ubiquitous. 

In British history, sovereignty has been a frequent by-product of 
commerce, but not an inevitable one ; otherwise the greater part of 
the world, instead of a mere quarter of it, would have been painted 
red in the nineteenth century. Is there a logic which sometimes 
connects the traders’ frontier and the frontier of imperial rule, and 
sometimes rejeids the task of connecting them ? Or is their connexion 
or disconnexion merely a product of accident ? Once again, the 
exiiericncc of a medieval community may suggest an answer. The 
history of Venice^ is full of material which demonstrates an under- 
lymg identity of process between the ‘old imperialism’ and the ‘new 
imperialism’ — and this despite the contrast between them in their 
range and impact, a contrast which is no less obvious than that 
between medieval and modern weapons of w^ar. It would certainly 
be ridiculous to shut one’s eyes to the technical gulf betw^cen a 
caterpillar tank and a mailed knight, or that between the modern 
chartered company and the medieval rnaone , but it would be equally 
misleading to ignore similarities of principle m the employment of 
these contrasted technical instrument s.^ The earher Venetian 
example illuminates the study of the later maritime expansion of 
Europe, and illuminates particularly the interaction betw^een its 
economic and jiohtical aspects The piimary aim of Venice was not 
political power, but trade ; she built her empire to safeguard her 
trade. Akeady, m the eighth century, she was known m the Mediter- 
ranean as ifjLTTopiov piiya, the great mart The profits of bu;y mg and 

^ Tho iTionnmental ^^nIk of W \on Hoyd, du coimncne dii LcHuit an 

^[oijcn A(f(> {o(l J'kiK V Ka\naufl, Leiy)/ig, lSSr)-0, now impicssion 192!!), a suflif lent 
quarry of inateiial foi the non-speeiali'-t Altliough the goncial ■student uill tlnd m 
the Meditei lanean his bcbt examples of the pioeesso'^ of tho empiie of trade, it should 
be remembered that the Gci manic lantl e\j>ansion was suppoited b,\ tlie eommeicial 
activities of tho Hansaids 

® Heckschei {Mcrcantih^nty vol i, p 1140) secs even a strong technical resemblance 
between the vawne and tho oolomzing company Tho most peifect examplo ot the 
nmone la not Vonetiaii, but Genoese — that of tho Giustmiani See Hoyd, op cit , 
vol 1 , p 498. 
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selling were the material out of which she wrought her beauty no less 
than her power ; with them she made herself ‘the golden city The 
conventional political approach to her history altogether misses its 
deepest significance, which is European, The Venetian traders are the 
vanguard of the nsmg bourgeois class destined to transform feudal 
Eurojie. They live for and by a society far wider than their own 
municipal boundaries, the ‘great society’ of economic collaboration. 
The only frontier which this society knows is the advanced line of 
eastern trading-posts common to the merchants of all nations. The 
Venetians may be foremost among the Italians, and the Italians may 
be foremost among Europeans, but the frontier belongs to all Europe/^ 
Yet Europe is more than an economic society, her commercial 
frontier becomes the frontier of crusading Christendom. And Europe 
is less than the great society of commerce and less than Christendom : 
her common frontier of commerce and rchgion is spht into the 
separate frontiers of her warring sovereignties. Her exjiansive energies 
may originate m commerce, they may be directed by religion, but 
in the end they are deflected and distorted by politics. Tlie scandal 
of the Fourth Crusade gives the measure of this distortion. 

Yet the distortion was an inevitable part of the historical process. 
It IS only by an idealist abstraction that the Mediterranean cities 
can be viewed exclusively as members of an unsundered economic 
society; no less real were their political indejiendence and their 
strategic needs. At every stage Venice felt herself to be driven by 
necessity. Even in those early days when she set her feet on the path 
of an independent life between the two empires of the East and the 
West, she felt the need of jiolitical power to sujiport her commercial 
life. In particular, she needed a naval force to guard her insular 
security and to xirotect her trade routes to the east. Naval power 
originated as a necessary corollary to honest commerce , it soon 
proved its value as a means of winning monopolistic privilege. In 
return for naval support against the Normans, Venice m 1081 secured 
from the Byzantine Empire privileges of commercial priority and 
tax-exemi)tion which placed her far ahead of European trade com- 
jietitors, and even ahead of the Empire s own merchants To de- 
fend her primacy, Venice little by little stretched privilege into 
sovereignty. No doubt she was powerfully influenced by experience 
garnered in Syria and Palestine. This experience seemed to prove 

' A urea Venetia 

* Sop tho ovhauativo inqiiiiy in Hoyd, op. cit , vol i, pt i Ho follows the same 
method m tho study of the later iJorioda of commercial expansion It is to bo noted 
that m tho early poiiod — roughly until she was conquered by the Noimans— Ainalti 
played a pait equal to that of Venice. 
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both the commercial advantages accruing from political control and 
the desirability of rendering that control separate and exclusive. The 
bourgeois supj)orters of the crusades reaped an immediate and rich 
return on their naval investments. They secured from the new 
crusading States by donation or treaty, privileges winch are analogous 
to the ‘concessions’ which traders of the western nations secured in 
nineteenth-century China They were given the ownership and 
jurisdiction of specific quarters in the Levantine cities ; they were 
granted religious and commercial privileges and even the right to 
collect and possess some of the customs revenues. To maintain and 
enlarge these privileges was the interest and ambition of all of them. 
It was their common class-interest But jiolitical allegiance divided 
them; as Pisans or Genoese or \'enetians they fought unending 
sectional battles for priority or nnmopoly against each other. Con- 
sidered in the wide sweep of European develojiment, the activity of 
these concessionnaiTPS represents a notable extension of the economic 
frontier and a consequent intensification of the rhythm of social 
transformation. But the concesswiinaires saw little of this. They were 
more conscious of their separate political frontiers than of their 
common economic frontier. They forgot their common interest ; they 
betrayed the common frontier of Europe , and thus tliey left it to 
other merchants of later centuries to set this frontier m rapid and 
dramatic motion again by way of the oceans. 

This is how the modern historian interprets the whole chapter of 
Mediterranean enterprise in the Levant But the Venetians of the 
twelfth and thirteenth centuries were not readmg this chapter , 
they w^ere WTiting it. Tliey regarded the unceasing fret and danger 
of their Syrian rivahies as an argument, not for co-operation, but 
for monoiioly. Tliey saw their great ojiportunity in the Byzantine 
Empire. But even in that sjiecial field, their early predominance 
was threatened. It was threatened first of all by Greek nationalism, 
wdiich — like Chinese nationalism at the turn of the nineteenth 
century — was beginning to explode against the foreign devils. More- 
over. the Greeks — again hke the Chinese — were not above admitting 
a new foreign devil to drive out the old one So the Venetians, in 
order to defend their predominance at Constantinople, had to make 
increasing use of force, not only against the Empire itself, but against 
Genoese and Pisan rivals whom the Empire was sheltering. In the 
end, Venice cut the knot by turning the Fourth Crusade against 
Constantinople . 

In the division of Byzantine spoil may be traced the outline of the 
territorial empire of Venice. A detailed examination would show 
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that this territorial sovereignty conformed strictly to the ground- 
plan of the ‘ empire of commerce ’ , it was no more than the necessary 
strategic reinforcement of quasi-nionopohstic trading interests. The 
trouble was, tliat one reinforcement seemed so often to demand 
another. The ‘empire of commerce’ was even led by strategic 
necessity to found an ‘empire of settlement’ for its support. Its 
efforts in this field were strictly limited ; but a striking example of 
them can be studied m Crete. Crete was a kind of Clapham Junction 
in the Mediterranean; the mastery of this island was an essential 
part of the mastery of the eastern trade routes. But in order to hold 
Crete against the Cretans, and at the same time to keep the Genoese 
out of it, Venice found that she had to colonize it. Even then, it coat 
her endless tiouble. Her own colonists, like the Protestant Ascen- 
dancy in Ireland, struggled rebelliously for equality with Venetian 
citizens at home. And behind tins wave of colonial rebellion there 
surged — hke the struggle of the Irish masses for their ‘four green 
fields’ — the still more menacing wave of native Cretan rebellion. 

So the frontiers of Venetian ex^iansion became entangled wath each 
other— political frontier and economic frontiers, frontier of trade, 
strategical frontier of territoiial possession, frontier of settlement. 
Similar unplanned entanglements have been common in the Jnstory 
of the modern British Empire, to which we now turn. With the 
exce[)tion of two important periods to be considered later, the British 
Enqiire, like the Venetian Empire, has been moved jinmarily by the 
impulse of trade ^Sometimes, like tlie V^enetian Em])ire, it has 
suffered icluctant transformations to settlement It has never been 
backward m extending its political frontiers for strategical reasons , 
yet frequentl}^ its extensions of sovereignty liave been unplanned 
and undesired. One is aware that jirotestations of reluctant annexa- 
tion are apt to ])rovokc the derision of scoffers, who point out tliat 
His Britannic j\fajesty has been unable to satisfy his modest needs 
witli anything less than one quarter of the surface of the earth. To 
this it may be icpiied that imperial authority has not infrequently 
been pulled along by local economic and ideological forces Those 
forces may be seen persistently at work through more than two 
centuries of South African history. 

The histoiy of Soutli Africa^ illustrates by example the activity 
of every tyj)e of economic frontier, including some types wdiich w^e 
have not yet examined It illustrates also the activity of the 

^ Foi llie conveniciK o of those readers ^ho may wi&h foi a simple (heck on the 
following aignmeiit. all quotations, except when otherwise slated, are taken from 
The Camh}idge History of the Br^tlsh Empire, vol vii, South Africa. 
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missionaries’ frontier. And it illustrates the manner in which eco- 
nomic and ideological expansion is apt to necessitate an expansion 
of sovereignty. South Africa is now an equal member of the British 
Commonwealth, a European people which by struggle has imposed 
itself on a subject native j^opulation. This destiny was nev^er con- 
ceived in an imi)erial plan. The Dutch held the Cape before the 
English, and both Dutch and English valued it merely as a means 
to the end of trade in other places. ‘The first South African White 
Paper’, which was before the Dutch East India Company in the year 
1648, set forth two arguments tor the occuiiation of the Cape — its 
value as a ‘refreshment station’, and its strategic value for the 
defence of the East Indian trade route. In the eyes of its Dutch 
masters, the Cape never had any other puri)Oses to serve except 
these two. Nor did the English w^ant it for any other reason. ‘As 
a colony’, wrote one of the directors of the English East India Com- 
pany, ‘it would be rather dangerous than otherwise, as there is too 
much encouragement for settlers, and we have already too many 
drams upon our own population.’ But, when the armies of revolu- 
tionary Erance overran Holland, British naval experts advised the 
government that it would have to occupy the Cape. ‘What was a 
feather in the hands of Holland’, one of them wrote, ‘would become 
a sword in the hands of France.’ The British oeciqiation w'as a neces- 
sary event in the strategical history of the empire of commerce 
Great Britain took and held the C‘ape as ‘the master link between the 
western and the eastern world . the great outwork of our Asiatic 
commerce and Indian Empire’. Nobody planned, nobody hoped, 
that the South African hinterland would ever become part of an 
empire of settlement 

Yet the British, even in 1795, might have learnt from the experi- 
ence of the Dutch how impossible was the dream of restricting the 
development of the colony within the framework of the empire of 
trade The Dutch had long smee become entangled in the following 
dilemma* either they must forgo the purposes which had prompted 
their occupation of the Cape — and tliis they dared not do — or they 
must be pulled into the ])urely local purposes which the colony itself 
w^as developing Could not this development be checked ? Not 
without jeopardizing the security of the colony, and thereby destroy- 
ing its value for the empire of commerce. For it soon became clear 
that the military occupation needed the backing of an active colonial 
economy. The niggling covetousness of the Dutch business-man 
demanded that the colony should pay its way, and when it failed to 
do so, the business-man’s wistful optimism hankered after ‘something 



12 PERSPECTIVE VIEW Chap. I 

rich to be discovered or something profitable to be contrived for the 
solace of the said company’. Still more important than these profit- 
and'loss considerations was the strategical factor. The best of all 
garrisons was seen to be a colonial population rooted in the soil, 
‘Planting a good colony of our Nation’ — so reasoned a high official 
in 1685 — was the best way to hold the Cape — the only effective 
means ‘ to keep out all enemies and assure its peaceful possession to 
the Company ’. But this policy meant that the colonists must be left 
free, within limits — the limits were as severe as the Company could 
make them — to fashion their own economic hfe. Before long the 
Company repented altogether of its colonizing policy. But the colo- 
nists were already actively responding to the challenge of the South 
African environment.^ The first governor had in a moment of 
optimistic Dutch tidiness planned a colony of exactly 6,000 acres, 
encircled by the sea and a fortified stockade. But the settlers 
adapted themselves to economic and geographical circumstance by 
improvising a jiastoral economy with a 6,000-acre farm as its typical 
unit. This 6,000-acre farm is the most fundamental fact m vSoutli 
African history. It is the historic root, not only of the piesent 
problems of European agriculture in South Africa, but of the problem 
of native congestion and the whole industrial system in so far as it 
rests upon native congestion. The human product of the 6, 000 -a ere 
farm was the trekking Boer, who has been the most active maker of 
South Afru'an history. You must check this brand of men, said a 
governor to his successor, for ‘the whole of Africa would not be 
sufficient to accommodate and satisfy them’. 

Government did its best to tether this sprawling society. The 
eighteenth century added new reasons for setting bounds to its 
growth — for the Boer had now met the Bantu, and expansion meant 
the danger and the cost of war. Besides, Dutch officials, like other 
eighteenth- century people, were becoming imbued with ideas about 
the nobility of primitive people and tlie rights of man. They refused 
at last to give protection to the farmers of an expanding frontier. 
Frontier society thereupon organized its own protection. The first 
' secession of frontier society occurred on the very eve of the first 
British occupation.^ 

From the beginning, the British had to face the same dilemma 

^ Or wei'e thoy lather following the line of loa'st resitetanco ? The ‘Evolution of tho 
Settlors’ Erontior’ in boiithern Africa will be exammod m Part II of this volume 

“ The refoiciue is to Craaff Keinet, which renounced obedience to tho Company 
and local rule vv lule still protesting loyalty to the States Geneial As for humanitarian 
ideas, they weio stated both m the language of Kousseau and — by the Moravian 
missionaries — in that of Christianity. 
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which had baffled the Dutch. They denied the need for expansion 
into the hinterland. They denied the white man’s right to take land 
which the black man held. But they were determined to hold the 
Cape as a bulwark of their trading Empire. Security in this imperial 
fortress necessitated good order in the colony. And this in turn 
depended upon good order on the frontier. Good order was impos- 
sible so long as society was continually outrunning government. 
Government was unable to hold society on a leash. Logically, the 
only course left to government was to advance in front of society, 
and thereby discipline its invasions. This was the policy which the 
missionaries — themselves pait of the advancing European tide — 
continually urged upon the (’olonial Office. They argued that it was 
the only liumane policy, the only way of securing elementary justice 
to the Bantu. ^ They argued also that it was the only safe policy ; for 
the advance of the frontiersmen was bound to create perpetual war, 
not merely where the advance occurred, but in other districts into 
wdnch the disijJaced Africans were driven. In their view, the native 
question of South Africa was of a single piece, and the land would 
ha^^e no rest until it was gathered into a single sovereignty, which 
would secure native lands, substitute the policeman for the com- 
wando, and impose upon frontier society the discipline of the 
civilized State. Experience proved in the end that this argument 
was true, but some generations \vere to pass before it prevailed 
against the pleadings of economy, caution, and an ill-founded 
optimism. This optimism shut its eyes to the environmental con- 
ditions, which, in South Africa as in Australia, had produced a 
pastoral economy with a tendency to sprawl indetinitely. Wistful 
longings for a settled agricultural frontier prompted the experiment 
of the ‘ 1820 settlers ’. The settlement filled to achieve its stabihzing 
purpose because the Albany district was not adapted for agriculture. 
It simply introduced a British element into the frontier without 
changing its pastoral and expansive nature. The basic problem — 
the problem of a society advancing faster than government was 
willing to advance — remained unchanged. 

Missionary activity actually instilled into frontier society a con- 
scious determination to escape beyond the range of government. 
For it achieved within the limited area of Cape Colony successes 

^ eg Dr. Philip quoted Cambridge Hmfoig of the British Empire, vol vii, p. 312. 
‘On tlie subject of the ICaffiis . . being retained as lintish subjects I have long 
made up my mind . They cannot otiierwise bo saved fiom annihilation ' And 
again ‘England, by extending her institutions over such provinces might have made 
her dominion a blessing ’ But there was one proviso — 'Provided the natives have 
their land sec mod to them ’ 
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which the South African pastoralist could not endure. Cape Colony 
gradually became a State patterned on the principles of religious and 
philosophical liberalism, based on the theory of the equality of men 
under the law. Such an order was intolerable to the Dutch ])astoral- 
ists, who held the simple theory that land was the natural right of 
the white man and labour the natural lot of the black man. Frontier 
society trekked into the hinterland and set up its own political order. 
The missionaries argued that government must follow this seceding 
society. Economy, caution, and laziness found persuasive reasons 
for letting it alone. Government tried to lind a middle way. But m 
the long period of (compromise, witli its alternating spasms of advance 
and withdrawal, the two opjioscd forms and theories of society em- 
bodied themselves m conflicting legal systems and jiohtical habits. 
Thus European society in South Africa prepared for itself future 
conflicts which not even the South African War and the formal unity 
which followed the war have resolved. 

The reluctance of Great Britain to extend her political empii’c in 
South Africa began to disappear witii the disap pcarmg nineteenth 
century The explanation of this cliange, we shall soon see, is to be 
found chiefly m the emergence of a new kind of economic frontier. 
There were, it is true, otlier reasons. The persistent logic of the 
missionary argument — that the basic South African problem, tlie 
Native problem, was one, and that therefore government must be 
one — was being continually supported by experience. Nevertheless, 
until the last decades of the century, this logic made little progress in 
winning conveits. Of greater effect was an emphatic restatement of 
tlie original strategical argument. In the eighteen-eighties, European 
power rivalries invaded the African scene , Great Britain’s power- 
monopoly in southern Africa became open to challenge by any 
European rival strong enough to capitalize the discontent and 
ambition of the Transvaal. This new situation brought to missionary 
logic a reinforcement from the quarter of high politics.^ But the 
most dramatic reinforcement came from the economic quarter. The 
wistful dreams of the Dutch East India Company were at last 
belatedly fulfilled. 'Something rich’ was found in the hinterland. 
In the eighteen -seventies it was diamonds ; in the eighteen-eighties it 
was gold. For nearly a century South Africa had been a nuisance — 
it had meant unwanted responsibility, expense, war, the reproaches 

^ Cf C. W do Kiowiot, The Impertal Factor in South Africa (Cambridge University- 
Press, 1937), p 310 ‘Tho unique isolation of South Africa was shattered . The 
British Government was forced back into South Afiica.’ Accoidmg to the same 
author (op cit , p 57), the reappearance in South Afijca of governors imbued with 
tho ‘Indian and military tradition’ played some part in this ‘forcing back’. 
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of missionaries and sometimes the reproaches of one’s own conscience. 
Rut now there was money in it. Imperial authority, wliich had grown 
weary of pursuing the pastoralists’ frontier, was determined to bring 
the miners’ frontier within its jurisdiction. Eor it was tlie miners’ 
frontier, and something more. The new frontiersmen were not ail of 
tliem humble diggers , among them were men like C^ccil P^hodes and 
Rarny Rarnato and Otto Reit. One might almost say that 'the City’ 
was now on the Soutli African frontier The last and the most 
])otent in the series oi 8outh Africa’s economic frontiers may be 
called the frontier of investment. 

This is the new brand of economic circumstance wliich jMarxist 
wi iters have in mind when they deline ‘impenaUsm’ as a pheno- 
menon whose opeiation begins m the eighteen-seventies.^ Un- 
doubtedly it is important And yet the greater pait of the Rritish 
Em])irc — India, Canada, New Zealand, Australia— was in existence 
before it had licgun to operate. As for South Africa, more than half 
of it was already under Riitish sovereignty and the rest of it was 
under Rritish suzerainty Lenin knew something about the action of 
the Euroiiean capitalist, using the State as his instrument , he knew 
nothing about the 6,000-acre farm, which for two centuries had been 
the dynamic factor in South African history, pushing a restless pastoral 
jieople into the hinterland and pulling the reluctant State after it. 

We must leave South Africa now^: it has exemplified for us the 
leading types of economic frontier “ Later on we shall have to return 
to the investors’ frontier, examining it in a context wider than that of 
South Africa But there still remains something to be said about the 
simpler tyjies of economic frontier, and, in particular, the settlers’ 
frontier We have seen how Great Britain in vSouth Africa, like 
\^enice in Crete, became entangled in complicated purposes wLich 
were not originally of her seeking, and found herself in her own 
despite landed with responsibility for an extensive colony of settle- 
ment. We must not leap to the conclusion that all the Dominions 
and the entire empire of settlement similarly made their own way 
against the current of imperial poluiy. This is not the truth. And 
yet the South African example does suggest the state of mind wdheh 
was dominant tliroughout ihe greater part of the period in which the 
British people were founding their Empire. They did not want an 

^ Leonard Woolf had the same facts in mind when ho insisted that ‘something 
different* m the history of empires re\ealod itself m the paifition of Afiioa in the 
oightoen-eightios (kSco Empire and Commerce in Aft tea, Allen cV Unwin, D20, p 21 ) 
Ho was right to insist on this difference , but he, like Lenin, exaggerated the extent of it. 

^ The foregoing paragraphs on South Africa also prepare the way for tho full- 
dress study m Part II of this volume 
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empire of settlement. They wanted trade. They did not want to 
plant new Englands across the seas. They had already in the seven- 
teenth century landed themselves with one New England, and they 
considered it ‘the most prejudicial plantation to this kingdom’. 
Shrill patriots of the later seventeenth and eighteenth centuries 
inveighed against the emigration of men and women to the colonies — 
‘population being riches’ which should be kept at home , population 
being defence against the foreign enemy. ‘ Stop the drain they cried, 
‘that carries away our natives from us.’ Their patriotism, no doubt, 
was often merely a screen for commercial selfisliness. It was not 
surprising that settlement colonies should win little favour in a trade 
empire For, taking a short view, they seemed more likely to compete 
with, than to increase, the commerce of the mctrojjohtan country. 
‘By Tillage, Pastures, Fishing, Manufactures, and Trade, they to all 
intents and purposes do imitate Old England, and . . . pursue a method 
that rivals our native Kingdom, and threatens, in time, a total inde- 
pendency thereupon.’^ 

There have been, nevertheless, tw'o most important periods in the 
history of tlie British Empire during which a very different attitude 
to population and emigration was prevalent The first jieriod co- 
incided roughly with the first half of the seventeenth centui y. In late 
Elizabethan and early Stuart times— as one can quickly discover in 
the rich pamphlet literature on vagabondage- - tlie resjiectable classes 
professed horror at the spectacle of lewd and naughty fellows 
swarming in pestilence and penury, so that they were daily consumed 
by the gallows , and easily convinced themselves that England was 
a realm ‘pestered with inhabitants’. This conviction only prevailed 
for a bare two generations , but those two generations were of 
decisive importance in the history of the modern world, for in them 
British enterprise and emigration laid the foundations of the United 
States of America. 

The second period of faith in the virtue of emigration lasted longer : 
its beginning was in the early nmeteenth century, and perhaps it is 
still too early to know with final certainty whether or not its end has 
yet come. 2 Edward Gibbon Wakefield, who in 1828 began his public 
career as the great evangelist of a new empire of settlement, could 
look back to a melancholy prophet who thirty years earlier had 
overthrown the established conception of population.^ Malthus had 

^ Short and good discussions of the population question in relation to tho eariy 
days of empire settlement may bo found m G L Beer, Or^qtns of the British Colonial 
Systi'm (Macmillan, 1908), eh n, and The Old Colonial Bystem (Macmillan, 1912), 
vol 1 , pp 19 ff ^ JSeo below. Chapter III, Section I 

® Wakefield’s Letter from Sydney, published as a book m 1829 (tho best modem 



Sect. I PERSPECTIVE VIEW 17 

asked a question which, in its effect on the old politico-economic 
theory, was hardly less shattering than the impact of Adam Smith. 
‘ Why are we all so rich ? ’ Adam Smith Jiad asked. ‘ Wliy are we all 
so poor?’ asked Malthus. His disheartening answer seemed to fit 
the facts of English society during the period of economic chaos 
which followed tlie wars with France. Certainly there was over- 
population in the sense of under employment, and there were then 
few to argue that this was due to the lack of rational economic 
control. The opinion grew tliat the United Kingdom’s surplus of 
jieople — which even during the war had begun to send a trickle to the 
United States and Canada— should so far as jiossible be moved 
overseas. In the Es^ay on Eopvlation Malthus had not admitted 
emigration as a palliative for redundancy of population, but m giving 
evidence in 1827 before the second select committee on emigration, 
he lent his great authority to this belief and policy From now on 
the governing classes were convinced that emigration was at least 
a safety-valve, and that it might even stave off an imjieiiding catas- 
trophe.^ But how to get this redundant population on the move out 
of Great Britain ? A motive stronger than fear was necessary, and 
this motive Wakefield supjilied. In place of the negative policy of 
'shovelling out paupers’, he and his friends offered to England the 
positive inspiring ideal of planting m the New World the virtues and 
harmonies of her civilization, and this by the very act which would 
preserve those virtues and harmonies at home Moreover, Wakefield 
offered not only an ideal, but a technique. Acceptmg the challenge 
of what was then the most remote and the most sordid of Enghsh 
colonies, he showed how England could 'build a bridge’ between her 
own cramped cities and the ample opportunity of Australia. His 
economic argument was often unreal, and his economic geography 
was fundamentally wrong ; yet by conjoining land sales and subsi- 
dized passages he did in fact build the bridge which he had promised. 
The passage of free immigrants across that bridge was a decisive 

edition, ed R C Mills, is in Evciyman’s Library) had for the most pait already 
appealed as articles in the pi ess in 1828 Malthus’s Eftsay on Population was pub- 
lished m 1798 The preface to the Letter from Sydney begins by quoting an article 
from the Quarterly Revieiv on redundancy of population. Throughout his whole book 
Wakeheld shows himself to be soaked m Malthusian theory. If only women as well 
as men had been conseiipted by Napoleon, he says, ‘the good efteet of the conscrip- 
tion might have lasted until now’ (op cit., p 183) 

^ This 18 not too strong a description of the situation as the second committee 
saw it Tlio committee realized that an effective policy would have to embrace 
Ireland as well ns England Rcferimg to the mfliix of lush poor mto England, it 
said that ‘unless some other outlet is opened to them, (they) must shortly fill up 
every vacuum created in England or in Scotland, and reduce the labouring classes 
to a uniform state of degradation and misery’. 
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episode in transforming the sick society of New South Wales into 
a healthy community.^ More dramatic still was the visible effect of 
Wakefield’s teaching and energy m the foundation of new com- 
munities m South Australia and New Zealand. His work extended 
even wider , it pervaded the whole Empire and the whole century. 
In principle, if not always in detail, he interpreted aright the main 
demographic and economic pressures, and at the same time en- 
couraged nmeteenth- century Englishmen to pursue as an ideal 
] precisely that kind of empire which their mercantilist predecessors 
had judged to be the least desirable. He and his friends and followers 
guided the development which created a new empire of settlement 
and transformed its chief constituent parts into the equal members 
of a Commonwealth of Nations. Nor had the champions of the empire 
of trade any cause to complain. Australian wool was merely the 
most striking example of the commercial exchange which nineteenth- 
century settlement was capable of creating. The lands of settlement 
within the Empire made tlie most outstanding contribution to the 
total volume of intra-imperial trade. ^ 


^ Soe t^eiioially R C Mills, The Sijstematic Colotiization of Australia (yirigwick & 
Jackson. A.s examples of Wakeheld’s mistakes about economic geography, 

notice his ( ontempt for wool and his iniscak ulatioii about its future {Lei ter from 
Sydnei), pp 28 and 14) and the preoccupation with Ruropoan standards and methods 
whuh inspiied liis scorn of tlio 10 bushel per acre yield of overseas wheatlands Ko 
would have been shocked if lie could have foreseen that wool and gold and a low- 
average yield of wheat ju'r acre (which, being also a low-cost yield, proved itself 
cornjietitively stronger than ICiiropcan agricnltme) wore to be the founilations of the 
glowing Austialian coniinunity. His diagnosis of New^ World economics was funda- 
mcntalJy opjiosed to that of Adam Smith Smith had welcomed the expanding 
fiontior and had asciibcd American progress to ‘plenty of cheap land’, Wakefield 
pleached concentrafjon and ‘a sufTjcient piico for land’ Despite Ins mistakes, he 
saw much that was essential- — the necessity for a balance between the thioo factois 
of pioduction, land, capital, and labour, the necessity for effective machinery to 
duoct the flow of migration, the necessity of attending to the age and sex composi- 
tion of the immigrant population us well as to its moial quality, and the necessity 
for pohtiial fieedom, which a healthy eolomal society was bound to claim 

® J A Hobson {Imj)er\alism^ p 39) held a diffcicnt view; but see the discussion 
and ichscnces by R Pares in Econojnic Htstor}) Review, May 1937 p 132 The 
Dominions Royal Commission gave the followmg figures for United Kingdom trade 
m 1913 



Am f milt in | 
1 rniLhon £ 

Per cent of 

1 total trade 

Trade with the Dominions . . . 1 

246 149 

16 0 

Trade with other paits of the Fanpire ! 

226 316 

14‘7 

Total trade of U K with Empiie . [ 

472 465 

30 7 

Trade with foieign eountiies 

j 1,067 260 

69 3 

Grand total . 1 

’ 1,539 725 

1000 
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The settlers’ frontier and the traders’ frontier, and their influence 
upon the modern imperial history of Great Britain, have now for 
present purposes been sufficiently explained. Between these two 
types of economic frontier lies a third type, one that is less than 
settlement and more than trade. We shall call it the planters’ 
frontier. The example of the West Indies will illustrate its economic 
significance. English enterprise in the West Indies originated in the 
first half of the seventeenth century as part of the experiment of 
English settlement in America. But the majority of settlers were 
unable to send down roots in West Indian soil. By the middle of the 
seventeenth century, a great exodus of unsuccessful settlers had 
begun. Small cultivators working their own holdings gave place to 
large estates on which British owners or managers directed the labour 
of negro slaves. The original diversity of jiroduction similarly gave 
place to concentration upon a great staple crop for the export market. 
By these cliangcs the West Indies made themselves, in the eyes of 
most mercantilist writers, the examjile of everything that an empire 
ought to aim at Even the emigration of Englishmen became toler- 
able, if it were not too large, and if the emigrants went, not to new 
‘Englands’ overseas, but to plantations in which every white man 
had ten or a dozen negroes working for him Enterprise of this kind 
sujiplied the metropolitan country v itli necessities or luxuries which 
could not be produced at home, and at the same time established 
a rich colonial aristocracy which was able to purchase her manu- 
factured articles. Sir Josiah Child calculated that every Englishman 
in Barbados or Jamaica made work for four of his countrymen at 
home In addition, the West Indies rendered an outstandmg service 
to British shipping. Their sugar- plantations were the leading imperial 
market for African negroes, and the centre of triangular navigation 
between Great Britain, Africa, and America. No wonder there was 
hesitation about annexing Canada in preference to Guadelupe. On 
the economic premisses held weU into the eighteenth century, a small 
but richly productive sugar island was infinitely more desirable than 
a great mainland territory, whose future as a Dominion nobody 
envisaged ^ 

Modern students of colonization, thanks to the writmg of M. Leroy- 
Beaulieu, are familiar with the contrast between the settlers’ frontier 
and the planters’ frontier, or — to adopt for a moment the French 

^ strategic quohtions are not her© discussed. The interaction of strategic and 
economic factors (which themselves have many phases and complications) may be 
studied in every important detail in Kichard Paros, War and Trade iti the West 
Indies^ 1739-1763 (Oxford University Press, 1936). 



20 PERSPECTIVE VIEW Chap. I 

terminology — between colonies de p€ 2 ipl€ment and colonies d' exploita- 
tion But tins contrast can be stressed too much. In the first place, 
settlers’ frontier and 2 )lanters’ frontier are not always sharply differen- 
tiated. In the South Africa whose early growth we have already 
exanimed, or m Geoigia before AboHtion, or in the Kenya of our own 
day, where wealth is the joint product of white capital and coloured 
labour, these two types of society merge into each other. In the 
second place, a sharper line of economic differentiation can sometimes 
be drawn between planters’ frontier and traders’ frontier. Consider 
the contrast between Great Britain’s empire-building enterprises in 
India and in the West Indies. In the West Indies, British planters 
introduced a new crop, established it as a monoculture, and developed 
the soil for its intensive exploitation. But the East India Company 
left the pre-existing economy of India exactly as it found it. It was 
satisfied with the commercial exchange which the established eco- 
nomic order of India naturally supported. Critics of the Company 
actually found reason for complaining that its methods were fostering 
India’s economic strength at the expense of Great Britain’s. They 
complained that the Company was paying for the import of Indian 
manufactures by the export of British bullion, and thereby departing 
from the true principles of State policy Lancashire's victory over 
India’s textiles was destined later on to reverse the flow of manu- 
factures. And, as a sequel to this economic revolution, British capital 
and technique began in the nineteenth century to mould the Indian 
economy to meet the demand of British industrialists for raw 
materials like jute and cotton^ — to say nothing of the demand of 
British consumers for tea. It was in this manner, very late in the 
day, that the planters’ frontier followed tlie traders’ frontier into 
India. 

M. Leroy-Beaulieu’s terminology has been borrowed by many 
English writers ; but it may be questioned whether the borrowing is 
wise ; for translation begets confusion. ‘ Exploitation’ as an English 
word has two meanings, a neutral economic meaning and a con- 
demnatory moral meaning. There is in the first place an exploitation 
of natural resources , sometimes it is economically skilful and pro- 
ductive, sometimes it is economically unskilful and wasteful. It is 
not confined to the colonies d' exploitation , it takes place on the 
settlers’ frontier no less than on the planters’ frontier, in Australia 
as well as in Malaya. In the second place, there is the exploitation 
of human beings. This kind of exploitation has its economic aspect ; 
but European thought for the past two centuries has emphasized the 
moral evil inherent in it. It, too, is not confined to thecolomes d'exploi- 
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taiion. It occurs on the traders* frontier, the settlers* frontier, the 
planters* frontier, and the investors* frontier. The historian of the 
economic expansion of Europe will go astray if he attempts to identify 
the evil of human exploitation with any single category of economic 
activity ; rather does it represent — to borrow an idea from Aristotle’s 
classification of constitutions — the perverted form of every category. 
Piracy and slave-trading are perversions of the traders* frontier; 
penal colonies are a perversion of the settlers* frontier ; slave owner- 
ship and some forms of indentured labour are perversions of the 
planters’ frontier. Adam Smith showed himself conscious of the 
historical importance of perversion when he qualified his picture of 
the ‘natural* and good effects of commercial intercourse between the 
old world and the new world with an indignant denunciation of 
the actual cruelties and oppressions inflicted by Europeans upon the 
indigenous populations of America. Rnubwirtschaft can take many 
forms. Welsh folk-songs which still survive from the Elizabethan 
age recall a time when ordinary people had not yet learnt to distin- 
guish between the occupations of trader and pirate. Officials of the 
East India Company in the eighteenth century practised direct 
extortion. The West Indian economy built itself both upon the 
international slave-trade and local slave ownership. The South 
African pastoralists, by dispossessing the natives of their land, 
possessed themselves of native labour King Leopold established 
monoyiolies which laid waste both the Congo forests and the people 
who lived in them. It may be doubted whether any of these perver- 
sions of economic activity are m the long run profitable to the com- 
munity. But the individuals and groups who profit from them are 
not interested in their long-term effects. The historian of European 
expansion must be prepared to meet them in every sphere of 
economic activity and in every age. He must be prepared to 
recognize and assess the economic consequences of the abuse of 
power. 

The exploitation of human beings, it must be repeated, is not a 
separate economic category, but a perversion which occurs in every 
category. The economic characteristics of the planters* frontier, 
therefore, must not be confused with the fact that the labourers 
em])loyed upon it have frequently been of servile or semi-servile 
status. Plantations are established in tropical or semi-tropical 
countries in order to satisfy the demand of an economic metropolis 
for specific raw materials or consumption goods. They represent 
the most obvious economic instrument for establishing a raw- 
material exporting economy in countries where indigenous popula- 
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tions have hitherto been content to satisfy their own primitive 
needs. ^ 

The modern British Empire has discovered that there are other 
means of achieving this purjiose. It can in certain circumstances be 
achieved without a direct distui'bance of traditional proprietary 
rights. Generally speaking, m the contemporary British Empire, 
tea, sisal, and sugar are ‘plantation crops’ ; but ground-nuts, cotton, 
and (increasingly) cocoa, are ‘peasant crops’.^ But the peasants of 
Nigeria or the Gold Coast or Uganda would not have been enabled 
and persuaded to redirect their economic energies, had not the 
metropolitan country, whether by private enterprise or government 
enterprise, made available to them some essential productive equip- 
ment. This productive equipment is m part material — railways and 
roads and motor transport, irrigation or drainage works, warehouses 
and harbours. In part — and this is being reahzed increasingly — the 
productive equipment is non-material — agricultural instruction, 
general education, hcaltJi services, an improved diet. Both the 
material and the non-material equipment are proper objects of 
investment, and even in the short run they may yield no less a return 
than that more concentrated investment which lias established in 
other colonies a limited number of plantation-units. Tlie purely 
economic issue in the controversy between the respective champions 
of peasant culture and plantation culture is not one of ends (the eco- 
nomic demand is merely for a product) but of means. Which kind 
of investment will give the most elective return ? Granted that a 
specific product is desired, will it pay bettor to equip a peasantry for 
its production or to establish plantations ? The mere framing of these 
questions is proof that the planters’ frontier is closely connected witli 
our fourth type of economic expansion Jfc introduces us to the 
investors’ frontier. 

Itmay seem incongruous to speak of an investors’ frontier : certainly, 
the presence of ‘the City’ and ‘the saving classes of Great Britain’ 
in the construction camps of the Uganda Railway or the diamond 

^ Holltind, in the days of the Company, and, later, of tlio Culture System (roughly 
1830—50) employed a different economic instrument By the compulsoiy exaction 
of export produce from the natives of Netherlands India it secured, without planters, 
tlie objects of a plantation policy 

^ Per contra, sugar is becoming increasingly a peasant ciop among tlie Indians 
originally bi ought to Fiji as indentured laboureis, whereas cotton in tlie Geyira 
distuct of tlie Sudan is jicasant culture tempered by plantation methoil -oi the 
lov or.se In Africa, firo-rured tobacco is a native peasant crop, and flue-cuied tobacco 
IS still a plantation or white farmer’s crop For a geneial review ot this subject see 
Lord Hailey’s African Hun'eij (London, lt)39), ch xx. For further discussion see Part 
II of this Volume. 
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fields of Kimberley is only a symbolical onc^ It may also seem 
confusing and unnecessary to ascribe to the investors tlicir own 
special economic frontier. For investment has been an essential 
factor in every overseas economic enterprise from the very beginning ; 
the provision of capital has conditioned every advance of the settlers’ 
frontier and the traders’ frontier and the planters’ frontier. Never- 
theless, as the South African example has demonstrated, there 
occurred during tlie nmeteenth century a quickening of the pace of 
investment and an enlargement of its economic power to an extent 
which dwarfed every historical precedent SSomething new’ really 
did happen. The development of the capital market, first in Great 
Rritain and later in other European countries, made available for 
export on a gigantic scale the ‘surplus’ resources provided by 
Europe’s agricultural and industrial revolutions.^ These resources 
transformed primitive economic structures overseas and established 
new ones and bound them to ‘the great society’ which overspread 
continents and oceans The transformation through overseas invest- 
ment of the metropolitan countries themselves was hardly less 
spectacular. Throughout the greater part of the eighteenth century, 
the economic structure of Great Britain still leant upon the support 
of Dutch lenders. By the year 1914 Great Britain had accumulated 
a claim on the outside world to the tune of nearly four thousand 
million pounds.^ The City of London had taken sliapc as an infinitely 
complex yet integrated society, which was inte^^\oven both with 
the possessing and governing class of English society and, in a 
different fashion, with economic society throughout the entire 
world. 

A good deal of research stiff remains to be done upon the economic 
effects of overseas investment both m the metropolitan country and 
abroad. The few generalizations winch follow all need to be checked 
and made more concrete by detailed economic and sociological 


^ Tt to bo feaid that the profits of foreign trade were the piimary souico of 

the funds tor the industrial io\olutioii at home ^vhlch created the resources for 
investment abroad. ‘The spoil of India and the colonies’ first filled the reservoir of 
capital (see L H Jenks, The M iqraiion of Bnttah Capiteil lo 187 5, Knopf, 11127, 
p Hut ‘it is beginning to ho clear that it was the agncultuinl rather than the 

colonial wealth of England that was tapyjed for industiial dovelojiinent m the later 
eighteenth centniy’ (K Pares, in Econojnic Uistonj Bevicii\ May 1937, p 129). 
Thereaftoi the industrial w'oalth W’as tapped for foioign investment. 

^ See The Eiaiist^ 1 4th Eebruary 1914, Supplement ^ — The Export of Cajuial and 
the Cost of Living, by Sir George Paish. He estimates the amount of llritish capital 
invested abioad as £3,700,000,000 These figures are adopted, with some modifi- 
cations, m Europe the WorWs Banker, 1870-1914, by Dr H Fcis (\ale LTiueisity 
Press, 1930), p. 23 
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investigation. Consider first the metropolitan country. It is clear 
that overseas investment underlined the transforming effects of the 
industrial revolution upon the country’s class structure. Conservative 
England acquired the interests and psychological attitudes of a bond- 
holding class. Land, which once had been the foundation of economic 
power, social prestige, and political leadership, became in large 
measure merely the symbol of success in industry and of astuteness 
or luck in investment. But investment did something more than 
modify the class structure. It profoundly altered the basic economic 
conditions of the national existence. There may be some exaggera- 
tion in the industrialist’s complaint that the investor has fostered 
competitive industry abroad. There may be an equal exaggeration 
in the investor’s plea that he has made the industrialist’s fortune by 
opening a path for exports. There remains beyond dispute one fact 
of outstanding significance for every section and class and individual 
in Great Britain— the claim upon overseas raw materials and food 
which past investment has established. In the latter part of the 
nineteenth century, while population was increasing at the rate of 
10 per cent, in each decade, while the standard of living was rising and 
the productive efficiency of home farming was both comparatively 
and absolutely declining, Great Britain became increasingly depen- 
dent for mere Hvelihood upon the claims which she could establish 
or maintain upon overseas productive power. On the eve of the 
Great War, about 20 per cent, of her imports came to Jier as a return 
on the capital which a section of her jieople had invested abroad ^ In 
this fundamental manner the well-being and even the existence of all 
classes was interwoven with the financial power of a single privileged 
class. Old this mean that the entire British nation, including the 
labouring class, had some share in the special comforts of the rentier 
Did the nation manifest the psychological dispositions appropriate 
to the rentier ? How did its novel economic situation affect its poli- 
tical beliefs and activities ? And precisely how had this novel 
situation come into being ? What, for example, was the relation in 
cause and effect between the factors of population increase, invest- 
ment abroad, the decline of agriculture at home, and the rise of 
living-standards at home ? None of these questions can be con- 
fidently answered until a great deal more exact research has been 
done.^ 

' Soo Paish, op cit Ho lolates Bntish investment m the rleeade which began in 
1905 almost entirely to the need of (heat Britain for new supplies of food and law 
mateiials, by examining in detail railway and developmental investment m Brazil, 
the United States, Biissia, Australia, Ac 

^ The chief phases of British oveiseas investment have at least boon clarified by 
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The state of our knowledge is similar with regard to the effects of 
investment upon the capital-importing countries. Here we find 
plenty of emphatic and excited generalizations about ‘imperialism ' ; 
but most of them are undiscriminating. Yet discrimination is badly 
needed. The only safe general statement about the investors’ frontier, 
seen from the overseas point of view, is that it signifies interdepen- 
dence and a linking of economic destiny between debtor and creditor 
communities. But this interdependence and linking may either take 
the form of mastery by the creditor country and dependence by the 
borrowing country, or it may take the form of equality. It may 
indeed be the ladder by which the bonov^ing country climbs to 
economic independence. By borrowing from Holland in the eigh- 
teenth century England did not make herself a dependency of 
Holland , nor did she in the nineteenth century, by investing in the 
United »States and Japan, turn those two countries into dependencies 
of her own. It w ould be absurd to suggest that the United States and 
Japan were ‘exploited’ or ‘enslaved’ by their temporary membership 
of Great Britam’s ‘empne of investment’ ; this was a necessary phase 
of their historical progress towards economic and political empires 
of their own. But in the history of China or Persia or Turkey, foreign 
investment makes a very different chapter, and a gloomy one. The 
borrowing countries become dependent upon the lending countries, 
and not merely economically. The clashing frontiers of the nation- 
ally divided investing class tend to drag lifter them the clashing 
political frontiers. The story of the European money-lender m 
Turkey or Persia or China must be studied side by side with those 
more majestic chronicles which the diplomatic historians entitle 
‘ The Partition of Turkey ’, ‘ The Partition of Persia ‘ The Partition of 
China ’ ^ How is it that exactly similar action on the stock exchanges 


Jenkv, Paish, ITobson, t'ois, and other wntois .lenks has explained that until the 
last quarter ol <he nineteentli ^‘entury investment was ‘pumaiy’, lo supplied 
liorn tlic savings piodiieed by Biitish industry Theieafter it was ‘secondary’, 
lo although tlie capital sum continued to gtow, its average annual growth was 
no greater tlian the income fiom past mvcslment Tiio phase since the Great 
Wai- might it bo called ‘tertiai^’? — is examined in Chapter III, Section 111, 
below . 

^ In a dispatch of 21st September 1899 Doemnent’^ oti the Origin of the 

ir«r, ed Gooch and Tempeilcy, \ol iv, no 319) Lord Ciii/.on, dihcussing Russian 
penctiation in Pcisia, <lcscribcd m aonoious language tlie piocess by w'hirh economn 
action fiom outaido may undcimine state sovereignty ‘Within the limits of a 
nominally existing soveicignty and mdejiendent e, so many encroachments upon both 
these attribulos ate possible, lhat by almost imperceptible degrees they pass into 
tlie realm of constitutional fiction, whore they may continue to provide an exercise 
for the speculations of the jurist, long after they have been contemptuously ignoied 
by statesmen.’ 
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of European cities should have such dissimilar effects in China and 
Japan ? It may be that the explanation is as much political as 
economic. A politically stable (country can borrow and spend accord- 
ing to its own responsible judgement and by exercise of its own 
control; a politically unstable country cannot get money unless it 
gives to the investors extraordinary guarantees for the safety and 
fruitfulness of their capital. Thus it buys credit by alienating rights 
of sovereignty — rights which are profitable, and which therefore 
tempt investors to make further inroads upon the borrowmg 
country’s sovereignty. This point may be illustrated by a contrast 
between the history of railway construction in China and Australia. 
When a politically weak China borrowed money for railway 
building in Manchuria, she virtually surrendered that province 
to foreign masters. When the stable self-governing Australian 
colonies embarked on railway construction, they surrendered to 
the English investor not very much more than the right to a fixed 
annual return on the money which he lent. Their own govern- 
ments were quite competent to act as owners and managers, 
to decide where the railways were to run, and how they were 
to run. 

This subject cannot at jiresent be jiursued any farther. Rut the 
contrast between Chma and Australia may serve to illustrate one 
essential characteristic of Great Rritain’s frontier of investment, 
namely, its ubiquity. The metaphorical empire of investment which 
that frontier enclosed was not a distinct territorial entity, nor did it 
correspond with the juridical entity known as the British Empire. 
It is true that from about 1875 onw*ards investors manifested an 
increasing tendency to lend to countries under the British flag , but 
tliis tendency never showed signs of becoming an exclusive one, and 
may besides be traced rather to changing conditions of economic 
opportunity than to political considerations. British investors con- 
tinued on the wliole to take all the world for their province. An 
expert calculated in 1914 that a sum of £1,779,995,000 was invested 
by Great Britam in the British Empire, and a sum of £1,934,666,000 
outside it. British investors in 1914 held nearly £200,000,000 more 
of United States’ securities than they held of Canadian , and they 
held in Argentina -only £12,000,000 less than their £332,000,000 of 
Australian securities. In Brazil they had a larger financial stake 
than in New Zealand, and they stood to gain or lose more either in 
Mexico, or in Chile, or m Russia, than they did in the whole of 
West Africa. In short, the empire of investment showed a marked 
lack of concern with the jiolitical empire. It had undoubtedly 



PERSPECTIVE VIEW 


Sect. I 


27 


helped to make that empire, but it had helped to make so much 
else.i 

Economic empire, we must repeat, is only empire by metaphor ; 
it is ‘informal empire’; sometimes it is even ‘invisible empire’.^ Its 
frontiers do not coincide with the frontiers of political allegiance 
We have already remarked on the small proportion of British trade 
which was contained within the British Emj)ire.^ What is true of 
investment and trade is true also of migration. Throughout the 
nineteenth century Great Britain’s most j^opular frontier of settle- 
ment was under the Stars and Stripes. Bi'tween the battle of Water- 
loo and the battles of Gallipoli, Great Britain sent to the United 
States of America more than double the number of settlers which 


^ See Sir G Paish, in supplement lo The Statut, 13th February 1913 The figure'^ 
given for ‘India and the Colonies’ were classified thus 


Noitli America 


Canada and Xowfouiidland 

£514,870,000 

Austi alasia 

Australia 

£332,112,000 

New Zealand 

£84,334,000 

Africa 

South 

£370,000,000 

West 

£37,000,000 

Asia 

India and (V\lori 

£378,776,000 

St I aits SettleiiiLiils 

£27.293,000 

Hong Kong 

£3,104,000 

iintish Koith Borneo 

£5,820.000 

Otbei Colon u's 

£26,189,000 

Total India ami Colonics 

£1,779,995,000 


Of the larger figure of £l,934,0t)(),000 invested outside (he iJntish Fmpire, the 
foliowung separate items aio woith noting 


United States of Amoriea 

Ai gent Ilia 

Urazil 

Mexico 

Chile 

Urugua\ 

Peiu 
Kiissia 
I'gypt 
Spam 
Tin key 


£75 !,(» 17,000 
£319.565,000 
£147,967,000 
£99,019,000 
£61,019,000 
£36,124,000 
£34,173,000 
£66,627,000 
£44,912,000 
£19,057,000 
£18,696,000 


Accoichng to the same authoiity, m the soven-vear peiiod 1907-13 Gieat Ihitain 
invested publirly £481,529,927 in India and the Colonies as against £645,901,202 m 
foreign countnes The investment in the six Austiahan States (£50,000,000) was less 
than half the investment in Argentina (£1 18,000,000). 

^ The phrase is m Jenks, op cit , p I 
® See above, p 23. 
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she sent to all the territories under her own flag.^ There arose a 
school of imperial zealots which lamented these facts, and welcomed 
with joy every tendency towards a concentration of Great Britain’s 
investing and trading and population energies upon the areas marked 
red on the map This volume will record the degree to which the 
desires of this school realized themselves during the generation after 
the Great War.^ In the century preceding the Great War, the century 
in which the British Empire attained its most imposing strength, 
there was scant correlation between political sovereignty and econo- 
mic energy, between the fixed frontiers of territorial possession and 
the moving frontiers of economic enterprise. 

II 

Economic Policy. ‘Mercantilism’ and the 
‘Great Commercial Reihiblic’. 

The contrast between the static political frontier and the dynamic 
economic frontier has reflected itself in two contnisted dispositions 
of thought and j)olicy. Label-loving scholars have called tlic.se dis- 
positions ‘systems and given them appropriate names. One of them 
is known generally as Mercaniilism The other, by a German per- 
petration, has been called Smithianismus. The first label we may as 
well accept It is certainly not very scientific to regard as a single 
system those diverse economic doctrines which from the IMiddle Ages 
to the time of Adam Smith were evolving amidst clashes of interest, 
disputes about theory, and sharp minority jirotests Nevertheless, 
there did exist throughout these centuries a general agreement among 
economic thinkers about the postulates from which their various 
economic reasonings started* there was, moreover, a vague popular 

^ Throughout the nineteenth rentiiiy three sueeossivo authorities had the duty 
of compiling the tigines oi persons leaving Great Britain, and each authority used 
methods inadequate for a scientific study of ©migration Inadequate as they ate, tho 
figures piobably give a generally eoi ie< t picture of tho direction of emigration They 
show, from 1812 to 11)14, an emigration fiom the Bntish Isles as follows. 

To tho L^nited States 13,59.‘l,in6 

To British Noith Aineiica 3,873, 4{5ti 

To Aiistialia and Now Zealand 2,207,307 

To Capo Colony and Natal . 714,132 

These figures have been obtained by adding the annual figuics tabulated in Ap- 
pendix A to \V A Carvotheis, Kmyqrahon jrom ihe British Tsle^ (P S King, 1929) 
With regal d to the argument that much of tho emigration to tho United States 
might have been diiected to Empiio countries, it is pertinent to mention the leakage 
of pojmlation (not shown m these figuics) from Canada to the United States. Soe 
below, pp 166-7 

^ Soo especially Chapter III. 
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orthodoxy held by the ‘mercantilist man in the street’.^ Apart from 
this justification, the effort of evading a word so well established as 
Mercantilism would hardly be worth while. But Smithianismus, 
mercifully, has never invaded English terminology. We can take our 
pick of half a dozen labels which purport to indicate the economic 
reasoning by which Adam Smith challenged the teaching of his pre- 
decessors. We can do better than that. We can use, instead of a 
label, the symbol which Adam 8mith himself used to suggest the 
processes of economic specialization and exchange which united the 
nations in a reciprocally advantageous collaboration — the symbol of 
a Great Commercial Republic ^ 

The thought of mercantilist writers and statesmen was hemmed 
in by their preoccupation with the political frontiers of sovereignty ; 
the postulate most widely assumed among them was that economic 
policy ought to serve a non-economic end, tlie power of a unified 
State. Bacon (post-dating the event) ascribed to Henry VII the 
merit of bowing the ancient policy of the realm from consideration 
of plenty to consideration of power Many mercantilist writers were 
not ready to countenance so sharp an opposition. They would not 
admit that power and plenty were incompatible ends of policy; 
plenty, they argued, was itself a source of power. ‘There is no situa- 
tion in winch Wealth is not Strength ^ and Commerce is not Wealth.’^ 
This doctrine suited merchants when they were inclined to press 
their [)rivate interests under pretext of seeking the public good. It 
also suited governments, wheil they were astute enough to bait their 
power-i)ohcies with promises of profit.'^ Mercantilist programmes 
framed themselves in a state of tension and with frequent com- 
promises between politicians and business-men. The power-plenty 

^ K Paies m Economic History Review^ May 1937 Eli Hoekscher {Economic History 
Revteir, Aoveinbei 1936, p 54) is willing to retain the word mercantilism ‘as a rori- 
vonient term lor auminaiising a phase of economic policy and economic ideas’ 

^ The phrase is used tw'o or thiee times m the Wealth of Nations, and is implied 
throughout it Smith honowed it from Quesnay , but w’^hereas to the doctrinaire 
Quesnay the Great Coniinercial Republic was a perfectionist aspiration, a challenge 
of Natuie to History, to Smith, the imluctive thinker, it had a real existence in 
Histoiy— though it also suffered real and continuous frustiations there It is a better 
phrase than ‘empire of commerce’, which was usctl once or twice in the precethng 
section, for it suggests the ideally equal and recipiocal nature of commercial ex- 
change 

^ William Ruike’a pamphlet of 1762, quoted by G L Beer, British Colonial Policy 
1754- 1703, p 148 Cf Sir Josiah Child’s foimiila ‘Eoreign trade produces riches, 
I ndies powei , power preserves our ti ado and religion ’ ‘ Plenty it should bo remarked 
(and heie modem writers may fall into error), acquired with some of the mercantilist 
writers an unfavourable connotation — o g ‘a dead stock, called plenty’ 

* See J Vinei in Journal of Political Economy, vol Ixxxvni, p 451 There is 
frequent illustration in Pares, War and Tiadc in the West Indies. 
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argument ran in a circle, and different people entered and left the 
circle according to their own particular interests or preconceptions. 

Let us first enter this circle of theoretical debate at the point where 
the Renaissance ruler entered it. He was the recipient of much 
printed advice. Sometimes the advice was pious, sometimes it was 
worldly-wise. Some writers, hke Erasmus, told him how he ought 
to behave if he were to live up to his high calling as a Christian 
Prince ; others, like Machiavelli, told him what he would have to do 
if he wished to save his skin and defend his dominion. The historian 
may justly conclude from the evidence that the latter counsellors 
were closer to the jiimce’s ear than the former ones ^ Machiavelli’s 
Prince is an individual person, living very dangerously, by survival 
and success this mdividual person achieves the dignity of embodi- 
ment m a de -personalized State. The naive and naked adolescent of 
the Italian Renaissance continues to grow until his matured limbs 
are ready for the dignified drapery of Sovereignty, The growth of 
theory keeps pace with this institutional growth. IVIachiavelli’s un- 
bearably frank precepts swell into an elaborate corpus of political 
lore, the j)ubhshed literature and the unpublished tradition of raison 
d'etat. This literature, and the political experience which it faithfully 
records, grows increasingly complex and diversified as the simplicities 
of the Prince’s action ramify into the complicated functioning of an 
integrated State. ^ Administration becomes the concern of specialized 
treatises. The same is true of foreign policy. And economic policy — 
which had no place at all in Machiavelli’s thought^ — also becomes 
in the course of time a special department of ‘state-building’. Seen 
through the mercantihst statesman’s eyes, economic policy is that 
brand i of policy which provides the government with the where- 
withal for its military and diplomatic struggles. Economic theory 
is merely a branch of the literature of raison d'etat. 

But economic policy must be seen through the mendiant’s eyes 
also. If some of the economic thinkers, hke Sir Thomas Gresham, 
were concerned with government, more of them, like Thomas Mun, 
were busied in trade. To the majority of merchants high politics 
were a ‘mystery’; their life was in the counting-house. No doubt 
they felt a patriotic zeal for the national power. But the experience 

^ See Lord A( ton’s introduction to Burd’s edition of II Principe (Oxford University 
Press, 1891) 

* See the fLindamental book of Priedrich Meinecke, Die Idee der Staatsrason in 
der neueren Geschichte (Lcip/ig). 

^ Machiavelli donio<l downiight that wealth was the sinews of war. This was 
because of his pi ooceupation with the militaiy basis of power, ho would have 
emphatically 2 ->refcu*cd guns to butter 
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on which they based their thought was commercial experience. It 
was chiefly through their reflection upon this experience that econo- 
mic theory developed until it grew into a science distinct from 
politics. By the time this happened, the age of mercantilism was 
over. We might call mercantilist economics political arithmetic, and 
nineteenth-century economics plain arithmetic. Mercantilism was a 
fusion or confusion of political and economic tliought. 

The business community and its literary sj^okesmen were slow in 
breaking free from the State’s leading-strings, even their nineteenth- 
century emancipation, as we shall see, was provisional and insecure ^ 
The State could appeal to them as patriots ; it could also dangle 
before them the almost irresistible bait of monopoly. Except for 
England’s nineteenth- century interlude, the partnership of power- 
seeking ruler and wealth-purHumg merchant has remained, despite 
some tension, a persistent element in modern history. And the 
fundamental objectives of that partnership had already been defined 
m those medieval city-repubiics in which the merchants were them- 
selves the rulers 

Professor lleckschcr discovers in these medieval communities the 
three basic psychological attitudes of men to economic goods, and 
the three distinct [lohcies M^hich have been tlie historical expression 
of these attitudes.- There is first of all a strictly commercial attitude 
to goods The merchant who handles them for a profit feels no direct 
concern about their production or consumjition, about their origin 
or destination; his only concern is that they should pass through Ins 
hands so that lie may earn a ]irofit on the handhng of them. He is 
anxious that goods should bo brought to his city, but is not anxious 
to keep them there. He wants his city to be a staple. The policy of 
staple can be either passive or active* some medieval cities, like 
Bruges, were content if goods came to them in foreign shipjiing ; but 
others, like Venice, sought wherever possible to dominate the carry- 
ing trade. 

There is m the second place the consumer’s attitude to goods. 
Heckscher calls it ‘hunger for goods’. This was a natural attitude 
at a time when a town economy, dependent for sheer existence upon 
the importation of food, first arose. Haunted by the fear of msuffi- 
ciency, the townsmen struggled to win direct control over the sur- 
rounding country and its agricultural supidics. Even cities which, 
like Venice, had risen to greatness by pursuing a staple policy, felt 
themselves compelled to pursue simultaneously a policy of provision, 

^ Seo Soetjon IV of this elmptei and Section V of Chapter III. 

^ Ell Hockhcher, Mercantilism (translation London, Allen & LTnwm, 1035), vol i. 
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The same policy was pursued on a national scale by medieval king- 
doms, like the England of Edward III. It expressed itself in mechan- 
isms for restricting export and fostering import. 

But the home producer protests with increasing veliemence against 
the entry of foreign goods. He is obsessed by a ‘fear of goods’. Too 
many goods, and in particular too many foreign goods, seem to him 
a threat to his own employment and livelihood. This, says Heck- 
scher, is the natural attitude of the man in the street when money 
has thrown a veil over the operation of exchange. A sale is for 
money, and if the money is spent on the foreign-produced com- 
modity, it cannot surely be s^ient on the home-produced commodity. 
The man in the street does not understand that imports are paid for 
by exports. His ‘fear of goods’ expresses itself in the policy of pro- 
tection. This policy lay at the core of mercantilism In the later 
Middle Ages it dominated the economic policy of many cities f it 
inspired the economic rhyming and pamjihleteering of Yorkist and 
Tudor England. The policies of staple and provision never entirely 
disappeared from English minds ,2 but the policy of jirotection occu- 
])ied the forefront of them from the fifteenth century until the nine- 
teenth Economic thought concentrated itself on the problems of 
national protection and foreign markets. The great aim of economic 
policy was to buy from foreigners as little as possible and sell to 
foreigners as much as possible Success m achieving this aim, it was 
believed, would show itself in a ‘favourable’ balance of trade. It 
would also show itself in an inward flow of the precious metals. The 
policy was thought to have the merit of killing two birds with one 
stone— of stimulating national employment, and of accumulating 
wealth in the form of sjiecie. 

The monetary aspect of mercantilist policy illustrates once more 
the partnership between ruler and merchant, between the economic 
theory of the sovereign State and the economic theory of the bour- 
geois class The command of a reserve in specie, as the wiser Tudors 
and the Hohenzollerns knew, supported the power of a dynasty and 
the State. It could in time of crisis immediately procure the sinews 
of war. To the merchants, an accumulation of specie appeared a 
fundamental element in peace-time prosperity. The most intelligent 
mercantile thinkers emphasized the connexion between the precious 

^ See, eg, Pirenno, Hi'itoire de TieJqiquey vol 111 Frec-tradmg Antwerp was an 
exc'eptiori among the Nelherlnnds cities of the fifteenth century. 

^ HockHcher, Memmnhsm, vol 11, p 94 * . . the ideas behind the policy of pro- 
vision porsiHted in people's minds by the side of mei cant i list ideas. Tn fact a kmd 
of genetic relationship may almost bo said to have existed between the policy of 
provision anti laibscz-Jaire^ a relationship which simply passed over “mercantilism” ’ 
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metals and the i)rice-ievel, and the effect of the price-level upon the 
production and exchange of goods. They did not identify money 
and wealth so crudely as Adam Smith’s diatribes suggest. Smith, in 
his determination to make his contemporaries understand that wealth 
was a fluid thing, the constant stream of goods and services produced 
by labour, thrust aside too fiercely the importance of money. The 
fallacies which he chose to pillory were the cruder ones Mercantilist 
thinkers did nevertheless commonly envisage wealth, not as a flow 
of things, but as a heap of things, with the [)recious metals as a most 
important part of the heap. This habit of thought made it easier for 
jirinces to win the support of the business community in their wars , 
it even tempted merchants to take the initiative in demanding 
‘mercantilist wars’. For whereas the conception of wealth as a flow 
of things leads naturally to the idea of international collaboration 
for increasing tlie flow, the concojition of wealth as a heap of things 
leads naturally t() international struggle for the biggest share of the 
licap 

So far we have consideied mercantilist policy solely in relation to 
Eurofiean sovereignties. But we are concerned particularly with the 
extension of this ])olicy into the larger framework of an empire. In 
extending its range, it did not change its objectives The economic 
policies of the Spanish and Dutch and French and British empires 
were regarded as a reinforcement to the national economic ]iolicies 
of Spain and Holland and France and Great Britain. Empires were 
looked uf)on as valuable supports to the power of the states which 
fought with each other and manceiivred against each other in Europe. 
But did these states possess the means of mobilizing anrl controlling 
the power-resources of their dependencies ? Their first difficulty was 
one of administrative control Even within their home territories, 
governments discovered repeatedly that they lacked the resources 
and the drive which were necessary if they were to take over direct 
responsibility for the economic ordering of society. Even Colbert 
was compelled to work through the guilds, and it needed the French 
Revolution to make in France an administrative unity co-terinmous 
with French society. It was not to be expected that the arm of the 
State, too short even at home, would be able to stretch effectively 
across the oceans. Portugal attempted to run her empire by direct 
governmental control as a monopoly of the State, but she was unable 
to make the monopoly effective, even against the servants of the 
State. Spain soon gave up this attempt, and limited the govern- 
ment’s function to a direct exercise of the administrative task and 
a close supervision of the private traders engaged in the economic 

D 
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enteri)rise. But she was unable to make the supervision efifective. 
The English government was more ready than any of its rivals to 
cut its coat according to its cloth. It backed overseas enterprise, but 
did not initiate it ; instead of seeking the whole profit and shouldering 
the whole liability, it was ready to let ‘adventurers' run the major 
risk while securing tor itself a lien on the profits of their adventuring 
if it yiroved successful. It was even ready to delegate to these 
‘adventurers' responsibilities of government. The characteristic 
instrument of England s emynre-building achievement was, therefore, 
the chartered comyiany.^ Adam Smith vehemently attacked this 
surrender of political resyionsibility. In principle he was right. But 
in the sixteenth and seventeenth centuries, when the surrender had 
been made, the English State simply did not possess the financial 
and administrative means of projecting its political framework sym- 
metrical! v into the New World. By consenting to an extensive 
devolution of yiolitical power while safeguarding its formal sove- 
reignty, it did for itself the best it could.- 

it therefore felt all the more keenly the need for supporting its 
defective administrative control by effective economic control. Ac- 
cording to the constitutional theory of the time, there was nothing 
anomalous or alarming in a Virginia wliosc immigrant inhabitants 
enjoyed the common-law rights of Englishmen and voted their own 
local taxes in their own assembly, but according to mercantilist 
theory, a Virginia trading freely with foreigners would in time ‘pro- 
duce an independence upon this Kingdom, mutual commerce being 
the strongest bond which will unite Virginia to tin's State' ^ On this 
issue there was an exact coincidence of opinion between those who 
approached economic theory from the political point of view and 
those who apjiroached it from the commercial [lomt of view . Both 
assumed that an empire was valuable because it extended the range 
of economic activity under national sovereignty, and thereby brought 
reiniorcernents to the drive for national self-sufficiency. The mer- 
chants and rulers of England had no difficulty in achieving an agreed 
statement of the principles to be embodied in an imperial economic 
code. 

* Soo above, p 7, foi tlie similanty m pnmjplo between the modern chaitorod 
comi)uny and fho medieval mnone, despite the progiossive technical elaboration of 
the foi mer 

“ Adam Smith wanted in India direct Biitish administration and an open trade 
in place of company rule and monopoly For liia piogiamme of refoim m America 
see p If), below 

^ Pamphlet of lh23 by member of Virginia Company, quoted Boer, Onqins^ p 177 
On tlio seventeenth-century constitutional position see this Survey^ vol i, cfi, i, sec ii. 
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The policies of provision, of staple, and of protection all found 
expression in this code. As time went on, the first of these policies 
tended to wither away ; but it had some importance at the beginning. 
In the minds of colonizing enthusiasts like Hakluyt, it was allied in 
the most obvious way with the policy of power. Elizabethan England 
was anxious to make her supply of munitions independent of ‘the 
favour of forraigne potency’. Hakluyt and liis like believed that the 
colonies could provide England with saltpetre, timber, naval stores, 
potash, and cordage, which hitherto had been ‘only obtainable at 
the curtesie of other Princes under tlie burthen of great Customs and 
heavy impositions’. In addition, there was tlie hope of gold. It was 
a sad disillusionment when Virginia’s chief contribution to imperial 
strength turned out to be that ‘vile weed’, that ‘poisonous drug’, 
tobacco However, a theory of the imperial economy more complex 
than Hakluyt’s was able to perceive virtue even in a tobacco- 
producing Virginia Not that Hakluyt’s direct purposes were ever 
forgotten^ — persistent efforts were made even in the eighteenth cen- 
tury to substitute North America for the Baltic countries as the 
source of supply for England’s naval stores But the idea became 
prevalent that the power of the State was served by an economic 
policy which would build ‘ a sort of reservoir of economic resources 
generally’, no less than by the diversion of economic activity to the 
supply of particular commodities. The simplicities of the policy of 
provision were lost in the more complex economic plan. 

The policy of staple always occupied a prominent place in the 
mercantilist plan. It survived until the time of Huskisson, after 
having been in continuous operation for more than two hundred 
years. James I, who hammered out the fundamental principles of 
imperial economic policy in negotiation with the Virginia and Ber- 
mudas companies, gave to these companies an almost complete mono- 
poly of the English tobacco market in return for fiscal advantages 
and for their renunciation of direct access to the foreign market. 
This is the principle which embodied itself in the famous eighteenth 
section — the ‘enumerated commodities’ section — of the Navigation 
Act of 1660. This section made it illegal for any of the chief tropical 
commodities to be shipped anywhere except to England, Ireland,^ 
or another English colony. The enactment made England in effect 
the sole entrepot for distributing the products of her colonies, ^ An 

^ Mercantilist policy tioated Ireland both ns a colonial dependency and a rival 
European kingdom thus it was axiomatic that ‘so great and near a Kingdom as 
Ireland’ could not be allowed to shaio the advantages of the Staple Act and export 
direct to the colonies 

“ An amendment of 1676 cleared up ambiguities. 
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Act of 1673 — it IS called tlie Staple Act — applied the same principle 
to goods imported into tlic coloniCvS It forbade the colonies to import 
direct from foreign countries ; all their imports must come, not only 
m English ships, but direct from English ports. The preamble of the 
Act asserted, rather optimistically, that it was designed to create 
‘a greater correspondence and kindness’ between the kingdom and 
its colonies ; at the same time it avowed the more realistic purpose 
of ‘keeping them in a further dependence upon it’. 

The preamble to the JStajile Act promised other benefits also* in 
particular, it promised to make more employment for English ship- 
ping and more markets for English manufacturers. At this point 
the [lolicy of staple can be observed merging into the pohey of pro- 
tection. Protection also had its direct and obvious connexion with 
the ])ursuit of power. The connexion is at its clearest in the Naviga- 
tion Acts, which have a history going back to the tunc of Richard II 
and a close connexion with the Elizabethan policy of x:)romoting the 
fishing industry as a nursery of naval strength Tlie national policy 
of sea-power expanded naturally and almost inevitably into the im- 
perial policy of vsea- power Newfoundland was a precious colonial 
addition to the home fisheries. And if patriotic militarists could 
accuse Virginia of producing smoke instead of munitions, the colony 
was able to retort that its trade employed a pro[)ortionately greater 
volume of English shipping than did tlie home trade or the foreign 
trade. It was the primary object of the Navigation Acts to support 
English shipping everywhere. They attacked the supremacy of the 
Dutch as general middlemen and earners, and in addition excluded 
the Dutch and all otlier foreigners fx*om the coastal trade of the 
British Isles and the carrying trade of the British Empire. Adam 
Smith, who found little to praise in any of Great Britain’s mercan- 
tilist enactments, was willing at least to consider the Navigation Acts 
the best of a bad lot, because of the direct service which they 
rendered to national defence. 

The protectionist idea did not, of course, exhaust itself with the 
Navigation Acts , it pervaded the whole of imperial economic policy. 
It had within it a core of insular nationalism ; colonial production 
must not be allowed to compete within those spheres which the 
sovereign mother country had allocated to herself. With this reserva- 
tion, mother country and colonies were considered as a single unity 
surrounded by a single system of economic defence. Buying within 
the empire was considered to be the same as buying ‘ at home ’ ; the 
possession of colonies was judged desirable because it enabled the 
nation to reduce its purchases from the foreigner. It was also judged 
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desirable because it enabled the nation to increase its sales to the 
foreigner. The customs tariJff was readjusted by means of generous 
drawbacks for the re-export of colonial products, and needy English 
governments were content to surrender revenue in order that the 
colonies might more effectively contribute to the imperial balance 
of trade. Such a contribution was the surest test of a colony’s worth.^ 

There were good colonics and there were bad colonies. The West 
Indies, as we have seen already, were good colonies. Their production 
was complementary to, not competitive with, English production 
Their demand for manufactures stimulated English employment 
They fitted perfectly into the general pattern of English trade, for 
their demand for slaves made them the base of tlie triangle of oceanic 
navigation. They contributed largely 1o the customs revenue. They 
contributed to England’s earnings as a stajile, and to the imperial 
export surplus. Their virtues m almost evci jiarticular contrasted 
with the vices of the mainland colonics in the temperate zone These 
mainland colonies drained the realm of pojiulation. They failed to 
contribute anything to the mother country except a poor dribble of 
naval stores. They contributed no staple commodity for re-export. 
They consumed, during the first hundred years or more of their 
existence, fewer English manufactures than the West Indies con- 
sumed. They even needed to be disciplined lest they should begin 
to iiroduce manufactures of their own To tlicsc negative failures 
was added a j)ositi\o and glaring vice. They seemed determined to 
break out of the ring of imperial self-sufficiency. Having refused to 
make their economic life comjilcmentary to that of Creat Britain, 
they seemed bent on adjusting it to the economic demands of terri- 
tories beyond tlie jurisdiction of Croat Britain, They were imjilicat- 
ing themselves increasingly in an illegal and scandalous exchange 
with foreigners 

A few intelligent observers realized that colonies like Massachusetts 
and Pennsylvania were not entirely devoid of economic merit. In 
provisioning Great Britain’s West Indian possessions, these mainland 
settlements were performing, with tlie help of Ireland, a service 
which Great Britain herself did not really wish to perform and per- 
haps was unable to perform Moreover, as the eighteenth century 
advanced, the increase of population in the temperate latitudes of 
the American mainland opened the prospect of a demand for English 


^ On drawbacks see Wealth of Nat ions y Book IV, eh iv. According; to Sindh, they 
amounted ‘to by much the largest part of the duty upon importation’. On some 
commodities, o g tobacco, tho drawback equalled tho whole of the duty paid on 
entering "Rngland. 
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inanufactures which would far outstrip the demand of the British 
West Indies. But this fiotential contribution to imperial strength 
was outweighed, in the minds of most merchants and politicians, by 
the apparently wilful insubordination of the mainland colonies. ^All 
C'olonies and foreign Plantations,’ ISir Josiah Child had said, 'do 
endamage their Mother-Kingdom, whereof the Trades of such Planta- 
tions are not confined to the said Mother Kingdom by good Laws 
and sevcie Execution of these Laws.’ New England and Pennsyl- 
vania persistently defied ‘the good laws’ of imperial sovereignty. 
They were not content to provision the British West Indies; they 
were provLsiomiig the French West Indies also. I^lven in time of war 
they continued their trade with the enemy. This was worse than 
insubordination , it was treachery. The good West Indians shouted 
as loud as did the English m the chorus of outraged patriotism. 

The first British Empire, the mercantilist Empire, had by the 
middle of the eighteenth century reached its breaking-pomt English- 
men simply did not understand the economic im[)ossibihtics which 
tliey were demanding of it. Lacking this undeistanding, they 
nourished a grievance They felt that they treated their colonies 
fairly Did they not defend them with England’s fleets and armies ? 
Was it not reasonable that the colonics should (*ontributc part of the 
economic strength necessary to support those fleets and armies ? If 
England asked them to accept some limitations upon their economic 
freedom, was slie not willing to accept corresponding limitations 
upon iier own V Had she not extmguislicd her owm tobacco industry 
for the sake of theirs ? And if b> the stajdc policy she tied their 
trade to herself, did she not give them generous preferences m her 
own market These protestations of injured innocence were not 
good enough because they lumped all the colonies together The 
benefits and burdens of imperial mercantilist policy were unequally 
distributed. It was easy enough for the British West Indians to be 
])atriotic. Great Britain gave them a sheltered market for all the 
sugar whi(*h they could produce, and a price in that market which 
their Erencli rivals could not command in Eurojie. That was why 
they were reluctant to have the French islands annexed into the 
Empire, even when annexation would increase the Empire’s security 
and tlicir own. There was self-interest even in their patriotic indigna- 
tion against the New Englanders for trading outside the Empii'C, for 
it suited them that provisions in the sugar islands of their French 
rivals should be scarce and dear They were lucky ; at every point 
the profession of imperial patriotism coincided with their own parti- 
cular interest. But the situation of the northern mainland colonies 
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was just the opposite. They did indeed benefit from the shipping 
legislation, which almost invariably treated home and colonial ship- 
ping alike. But the commodities which they produced had no place 
on the preferential list. The sheltered British market gave security 
to the producers of Jamaica and Virginia, not to those of Penn- 
sylvania and Massachusetts. These northerners produced surpluses 
for which the imperial market was too small. Ruin faced them unless 
they could find markets outside the Empire.^ 

The economic frontiers of America were out of scale with its 
political frontiers. That was the rock on which the first British 
Empire came to giief.^ Sovereignty and economic growth were at 
war with each other. The same was true in all the empires In legal 
theory the Spanish Empire was a commercial monopoly of Spain 
in economic fact ‘Spain was only Ihe channel through which the 
manufacturers of the rest of Eurojie passc'd to her colonies English 
and Dutch traders for the most part did not use this channel, but 
traded with the Spanish colonies directly and illegally. The small 
Dutch and Danish [lossessmns in the West Indies were primarily 
illegal j'ostcrns into other people’s empires.* The 2>olitical frontiers 
of the Erench and English ll^mpires cut through the natural area 
of economic collaboration whicli linked the West Indies to North 
America. Economic activity see^ied through the political Irontiers 
and undermined them. In the British Emi)ire illegal initiative came 
from the mainland • m the Erench Einjiire it came from the islands. 
The Erench islands paid a heavy price for the mercantilist plan of 
self-sufficiency. Quebec was unable to provision them, Erench Africa 

^ Here nio Home items from tlio pieferenlial tanll of 1660 


Jndigo 

Foreign 3s per lb , 

, Biitish oolonial 1 sr per lb. 

Toliact <) 


2d 

Cotton 

4d .. , 

,, free 

Sugar (unrefined) 

4ir ,, , 

,, ,, is 6</. per cwt 


The weightier mainland products were not shipped to Great Biitain and received no 
piofeience On the other hand, the expoit duties on Knglish foocl may perhaps 
bo loekoried a benefit to the colonics whicli sold foocl to the Hritiah West Indies 
^ It w^as at the same time the rock of mercantilism and ‘the rock of sovereignty’ , 
it was a dispute about economic policy and ‘a dispute about status’ See this Survey, 
vol 1 , chap 1 , sec. n, for the constitutional aspect of the conflict. 

** Pares, op. cit , p 1, 

Tbid , p 148 ‘Some people . . believed that Curasao depended on the monopoly 
which it existed to break.’ Cf p 350, discussmg the relation of St Kustatiua, 
Curasao, and St Thomas to the British Kmpire ‘Ah long as English sugar had 
a higher value m the world market than m England, it had been smuggled out by 
way of the Dutch and Danish Colonies, which still performed that service for the 
French planters Since they were no longer of much use in smuggling sugars out of 
the English Colonies, they had begim to smuggle thorn in . ’ (so that they might 
be shipped as British sugars and enjoy the protected price in the British market) 
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was unable to meet their demand for slaves, the mother country 
claimed the handling of all their sugar, but could not absorb it all. 
When in addition France and Britain were at war and the British 
held command of the sea, they were dependent on foreign shipping. 
The French frontier m the West Indies was inevitably a leaky one ; 
there was a leakage inwards of foreign provisions and slaves, and 
a leakage outwards of sugar direct to European markets. British 
North American shippers and merchants were active in breaking the 
laws both of the French Empire and of their owm. If the British 
Empire liad enlarged its market for temperate -zone products by 
annexing all the French sugar islands, people in Pennsylvania and 
Rhode Island might have been able for a time to perform their 
patriotic duty But the planter-patriots of the British West Indies 
abhorred such a solution.^ So the legally jiermitted market remained 
inelastic while the population of the American mainland was doubling 
every two decades and productive power was increasing correspond- 
ingly. Economic society on the American continent was dynamic , 
the jiolicy of imperial self-sufficiency was static. The natural growth 
of American society inevitably burst through the rigid mercantilist 
framework of the first British Empire.^ 

The British might have been able to save their Empne if they had 
been able to change their theory of it ^ Their traditional political 
arithmetic was a distorting lens which made it impossible for them 
to jicrccive fundamental facts of the American economy In tlie very 
year of the Declaration of Independence, a more adequate theory of 
economic activity put a spot-light on American realities. If only the 


^ Thoio wus a cloavage of interest botwoeri planters ami slavers, the latter desiring 
a laigei Hi it ish maTkot, tlio foiniei wislimg to keep np piotected nritisli priees and 
theieloie desiiing not the annexation but the destruction of French plantations. 
PaioR, op cit 

^ In vKnv of the summary and emjihatio tieatrnent in the text of thi'4 great crisis, 
a short bibliographical note is poihaps due to the readei Professor G L Beer thirty 
;yenrs ago roxealed tlio ideally rceipioeal natuio of the Biitisli rnenantilist miperial 
I)olicy, thcieby do.stioying tor ever the notion ot it as a quite gratuitous oftenco 
ngHinst Ameiitans and against leason Fiofessor Alvoid’s work on western land 
pioblems and expansion supported Beer’s woik by revealing the reality of the Indian 
and defeiK e prohli'ins and Ihorefore the leal need foi unity of control, and a revenue. 
The tiglitoning of inipeiial policy attei 1763 was now seen to bo not a brusque and 
iiiational ac t, but an attisupt to lefuibish a system which had its own rational logic. 
How'ever, the woik ot Piofessors Alvoid, Abernethy, Becker, and Schlosinger has 
emphasized the impetus and the eomplieatod diveisity of Amoiican economic expan- 
sion, and emphasized by contrast tlio impossible iigidity of imperial mercantilism — 
even d it did have its logic See, for example, Schlesingor’s treatment of the currency 
and balance of payments problem 

^ Not only their economic theory of it, but their juristic theory too, as has been 
shown 111 vol 1 , cti i, sec ii, of this Survey 
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Wealth of Nations had been published half a century earlier, the ideas 
in it might have ripened into policies consistent with the real interests 
of both England and America, and therefore with the unity of the 
Empire. Appearing when it did, Adam Smith’s book was a protest 
against errors of policy which could not now be retrieved. The Ameri- 
cans had already presented the bill of costs. 

Adam Smith’s argument was not addressed particularly to the 
American question , but it is unrivalled even to-day for the clarity 
with which it illuminates that question. This illumination is not 
concentrated merely in that chapter of the fourth book which deals 
specifically with colonies ; a penetrating understanding of New World 
economics reveals itself throughout the whole work, and repeatedly 
supports its general argument. Adam Smith’s prophetic insight 
perceived ‘The Significance of the Frontier m American History’ 
more than a century before American scholarship) retrospectively 
expounded it. ‘The existence ol an area of free land,’ declared 
Professor Turner m 1803, ‘its continuous recession, and the advance 
of American settlement westward, explain American development 
Adam Smith had said practically tlio same thing in 1776, but his 
statement was more balanced, because it included also the political 
factor. ‘Plenty of cheap land,’ he declared, ‘and liberty to manage 
their own affairs m their own way, seem to be the two great causes 
of the pirospienty of new countries. He attributed the extra- 
ordinary increase m the wealth of tlie mainland colonies to the fact 
that the greater part of their capital had hitherto been employed 
in agriculture. He recognized and a[)plauded the advance of 
American society into the hinterland He understood the expan- 
sionist and dynamic character of the American economy and 
democracy. 

Adam Smith’s knowledge of America was limited, and sometimes 
he fell into error, ^ but he saw the fundamental realities which the 
makers of imperial pohey failed to see On the basis of his 

^ 8eo abov-e, p. 4 

^ It IS woith while contrasting Adam Smith’s sympathy with the untidy growth 
natural to new countiies with Wakefield's dislike of it Wakefield wished to transfer 
overseas the tidiness of English society Cf liis tirade m the Letter from Sydney 
against the ‘newness’ of America it culminates in his description of a ‘new’ people 
as ‘a people who become i often before they are iijie’ As regards North America, 
Australia, and Now Zealand, Wakefield’s view was wrong, it w^ould have been more 
appropriate to South Africa, for leasons which will bo apparent m Pait 11 below. 

e g because of Ins enthusiasm for America’s agiicultural development ho under- 
estimates the harm done by the imperial veto on colonial manufacture Professor 
iSchlosinger relates the consequences of this veto with the currency and balance ot 
payment problems 
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observation he was able to propound a new type of imperial policy 
which, though it came too late to save the first British Empire, came 
soon enough to lay the foundations of the second. What gave him 
his understanding of America ? It arose out of his insight into econo- 
mic society at large. He was interested in things which were beneath 
the attention of jiortentous mercantihst statesmanship. His inquiries 
did not begin with their elaborate codes and mechanisms, but with 
the simplicities m the behaviour of ordinary individuals working for 
a living. He was interested in the ‘very trifling manufacture’ of pins, 
and observed that it was divided into eighteen distinct operations ; 
he did not think it too commonplace to remark that there were no 
porters in small villages , he thought it significant that the common 
people in Oxfordshire burnt wood and coal together in their domestic 
fire-places; and he contrasted the poor Highland woman who bore 
twenty children with the fine pampered lady who was ‘often incap- 
able of bearing any, and generally exhausted by two or three’. His 
challenge to mercantilist doctrine was not contamed merely in his 
merciless exposure of its monetary fallacies or his frontal attack on 
its theory of the balance of trade Still more fundamental was the 
challenge implicit everywhere m liis selection of relevant economic 
phenomena. Meicantihsm had never ceased to be ‘the economic 
theory of the sovereign State’. Adam Smith perceived that its 
narrow field of study could not yield even so much knowledge as the 
sovereign State itself needed for the proper iinderstandmg of its own 
interests. He dramatically enlarged the field of study. He revealed 
the practical and theoretical importance of economic history as 
distinct from political history. He saw the dynamic nature of indi- 
vidual activities which lay altogether outside the field of politics. 
And he ])erceived that these activities were part of a network which 
spread across the political frontiers The economic society which he 
described was not co-ex tensive with this sovereignty or that. It was 
‘The Great Commercial Republic’. 

It is for the historian of economic doctrme to discuss Smith’s debt 
to his predecessors — to the ‘enhghtened’ mercantihsts, the physio- 
crats, and the natural -right philosophers. His debt to the last named 
IS obvious. Like them, he was disposed to find the ‘rational’ in the 
‘natural’, as opposed to the artificial and oppressive order of govern- 
ment. Like them, he tended to think in terms of society versus the 
State. A favourite phrase throughout his book is ‘natural and free’. 
Society in its ‘natural and free’ state will develop harmoniously if 
governments will only allow it to do so. At the beginning of the long 
chain of activities which create wealth, Adam Smith, sees, not the 
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action of governments, but Hhe natural propensity of mankind’. It 
is the natural propensity of mankind ‘to truck, exchange and baiter 
one thing for another’. Exchange, as it develops, necessitates money. 
More fundamentally it necessitates the division of labour. The 
division of labour is limited by the extent of the market. The larger 
the market, the larger the possibilities of specialization and, therefore, 
of wealth . In a few concise chapteis Adam Smith has portrayed 
an expansionist society. He has shown the naturalness, and therefore 
the reasonableness, of its growing inner articulation and its outward 
extension. It is not surprising that lie saw so filearly the signiiicance 
of the advancing frontier in AmericM . He had already seen the signifi- 
cance of the extension of the Euroiiean frontier to America — new 
commodities, new divisions of labour, new commercial oppoitunity. 
‘By opening a new and inexhaustible market to all the commodities 
of Euroiie, it gave occasion to ikjw divisions of labour and improve- 
ments of art, which, in the narrow circle of ancient commerce, could 
never have taken place. Viewed like this, the colonization of 
America was not trie extension of the Spanish State, or the Eiench 
State, or the English State ; it was the expansion of Europe Rut the 
statesmen and merchants of eighteenth -century Spain and France 
and England were not accustomed to view economic expansion in 
that way, any more than were their prcdec'essors in thirteenth- 
century Venice and C^enoa and Pisa 

Adam Smith argued that they wore making a mistake. He knew 
well enough that his own picture of a rational economic society was 
not the whole truth. He was aware that political reality impinged 
incessantly upon economic reality But this was no excuse for deny- 
ing the existence of the latter, or misconceiving its nature Some of 
the frustrations which hindered the attcrnjits of individuals and 
nations to better their condition were unavoidable , but some of them 
were avoidable. As a patriot, Adam Smith was willing to concede 
that defence was more important than opulence, and on this ground 
to excuse the navigation policy. In a spirit of resignation he accepted 
the violence and injustice of rulers as ‘an ancient evil, for which, I am 
afraid, the nature of human affairs can scarce admit of a remedy’. 
But he believed that there was a remedy for the economic fallacies 
of rulers. High politics did not fall within Ins province; but the 
folhes of economic doctrine, propounded by interested parties, did 
fall within it. ‘ . . The mean rapacity, the monopolizing spirit of 

merchants, who neither are, nor ought to be, the rulers of mankind, 
though it cannot perhaps be corrected, may very easily be prevented 
^ Wealth oj Nations ^ Bk IV, ch. i. 
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from dLsturbing the tranquillity of anybody but themselves. In 
Smith’s view, many of the most flagrant mistakes in commercial and 
imperial j)olicy were occasioned, not by the inevitable impingement 
of the political order upon the economic order, but by the success of 
sectional interests in winning political backing for economic policies 
inconsistent with the real interest of the community. If Adam Smith 
could prove this, he might with reason beheve that he had done 
something practical to narrow the gap between actual policy and 
rational policy. 

So he set himself to the task of exposing the fallacies of the mercan- 
tile system. He ridiculed it for the futility of the means which it 
employed. All the sanguinary laws of Spam and Portugal had not 
been able to keep their gold and silver at home, and England’s 
attempt to manipulate her foreign trade m order to secure a balance 
in sjiecie was a pretentious uTelevance. The means were futile be- 
cause the end was irrational. ‘The great wheel of circulation is 
altogetlier ditterent from the objects which are circulated by it.’ 
Money was not wealth, but goods were wealth ; money necessarily 
ran after goods, but goods did not necessarily run after money. Adam 
Smith’s belittling of the significance of money became too vehement. 
But it was a vehemence which was determined to destroy a real and 
flagrant error, and to reveal the fundamental truth about the wealth 
of nations. Wealth was the flow of all the ])roducts which came 
unceasingly from human labour It was the creation of men per- 
forming their special tasks and sufiplymg their particular insufficien- 
cies by reciprocal exchange with their fellows. The way to wealth 
was not beggar-my-neighbour, but co-operation. Tins was true for 
individuals, true for households, true for great kingdoms. ‘A nation 
that would enrich itself by foreign trade, is certainly most hkely to 
do so, when its neighbours are all rich, industrious, and commercial 
nations 

Adam Smith was now ready for his final assault upon the monopoly 
which was destroying the British Empire. He had established prin- 
ciples which enabled him to construct m outline a ‘balance sheet of 
imperialism’.^ JDid impeiial expansion and dominion pay? The 

^ Op til.Uk IV, th ui Cf Bk I, ch x, ‘Tho clamour and sophist ly of merchants 
easily perauado tliom (i o tho iminstmcted rulers of the nation) that the private 
interest of a pait, and a suhoidmato pait of the society, is the gerieial interest of 
the whole ’ Anil in Bk 1, ch \i, ho makes cleat hts opinion that the rocoivers of profit 
are an exception to his goneial pimciple that men seeking their private interest are 
led hy ‘an invisible Tiand’ to seek at the same tune the interest of society. 

2 Op cit , Bk. IV, ch 11 

^ Op cit , Bk. IV, ch vni The quoted pliraso recalls the study of a contemporary 
American author — Balance Sheets of lmpeTial%sm, by Grover Clark, 
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expansion of economic frontiers certainly paid. European enter])rise 
in America had contributed dramatically to the wealth ot nations. 
But the pohcy of governments had diminished the value of this 
contribution. In some instances it had entirely annihilated it. The 
balance sheet of Spam showed a loss. Whereas Spam had not been 
able to prevent the spread of the natural good effects of colonial 
enterprise throughout Europe — for example, among German linen- 
makers and Hamburg merchants — she had concentiated upon her 
own head the evil effects of her restrictiomst policy. British policy 
had been less grasping than Spanish Great Britain had demanded 
from her American colonies no n d financjal tribute or military 
contribution. The colonies had been a military liability? to her But 
Great Britain believed that slie recoujicrl herself through trade mono- 
poly. ‘The monopoly is the principal badgi' ot their dependency, and 
it is the sole fruit which has hitherto been garnered from that depen- 
dency.’ Adam Smith aigued that the fruit was positively harmful. 
He did not deny that Englami, by tying the colonial Uade to herself, 
secured a relative advantage over other European nations. But to 
secure this i dative advantage she had inflicted upon herself a direct 
loss. She would have procured her colonial imports more cheaply if 
she had not been bent on making them dearer for others , the value 
of her total trade would have been larger if she had not unwisely 
distorted her economy in the attempt to monopolize the colonial 
trade ^ Her imperial policy had not been so vicious as to obliterate 
the advantages accruing to her from the expansion of economic 
frontiers , but it was nevertheless perverted by fallacies and sectional 
interests which were damaging to England herself, to her dependen- 
cies, and to the Great Commercial Republic. ‘To promote the 
interests of one little order of men in one country,’ declared Adam 
Smith, ‘it hurts the interests of all men of all other orders m that 
country, and of all men m all countries.’ 

When he turned from the diagnosis to the remedy, Adam Smith 
brought to the support of his economic insight his faith in freedom. 
It would be better for the British if they minded their own business 
and permitted the Americans to mind theirs. It would pay them — 
and not merely in a material sense — to recognize American indepen- 
dence, if the Americans were bent on securing it. By doing this, they 
would secure an advantageous treaty of commerce, and would 

^ This argument was prepared by the elaborate discussion in Bk II, which classified 
the comparative returns on different employments of capital — putting agiiculture 
before industry and commerce in the natural development of enterprise, anti putting 
the homo trade before foreign trade and the cairying trade The classification con- 
tains frequent relics of phyaiocratic theory, and is in paits untenable. 
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exchange turbulent and factious subjects for faithful, affectionate, 
and loyal allies. Great Britain and her American offspring would 
thus become bound to each other as mother cities and colonies had 
been bound to each other in ancient Greece — 'the same sort of 
parental affection on the one side, and filial respect on the other’. 
The sovereign Empire would thus transform itself into an alhance 
(he might almost have called it a Commonwealth) of free nations. . . . 
But, to eighteenth-century minds, sovereignty was sacrosanct. Adam 
Smith knew this. So he produced an alternative plan, which would 
make imperial sovereignty compatible with colonial freedom. It was 
a larger plan of imperial union than the mercantilists had ever con- 
ceived — not the union of sovereign and dependencies, not the unity 
of monoj)oly, not the uninspiring bargain of trade and defence , 
but something which would win a response from American ideas of 
justice and self-respect, something which would enlarge American 
minds — and British ones. The jilan which he propounded was the 
incorporation of the Americans in the Empire as equals. 'The consti- 
tution,’ he exclaimed in the rush of his enthusiasm, ‘would be com- 
pleted by it, and seems to be imperfect without it.’ 

Opposuif natura. So at least men believed. But even if physical 
nature did veto the federative solution of the American problem, it 
did not veto the alliance solution. It was not jiliysical nature, but 
eighteenth -century human nature, which caused the violent dis- 
ruption of the first British Empire. Adam Smith knew that his 
contemjioiaries were too imprisoned by petty interests and prejudices 
to strike out along a new path of freedom and greatness. 'No nation 
ever voluntarily gave up the dominion of any province,’ he reflected, 
'how troublesome soever it might be to govern it, and how small 
howsoever tlie revenue which it afforded . Such sacrifices, 
though tliey might frequently be agreeable to the interest, are always 
mortifying to the pride of every nation ; and what is perhajis of still 
greater consequence, they arc always contrary to the jinvate interest 
of the governing part of it ’ The English broke their first 
Empire because their minds were too small for its increasing 
greatness 

And yet, within a century, they were voluntarily giving up do- 
minion m the provinces of their second Empire , they were surrender- 
ing the formal unity of imperial sovereignty and thereby creating 
the living unity of a freely associated Commonwealth of Nations. 
They were learning to treat the Dominions as Adam Smith had 
wished them to treat America. They were following both in the 
economic and pohtical sphere his precepts of freedom. It seems like 
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a change of heart and mind, a ‘conversion’. How did it come to 
pass 

Adam Smith’s liberating reason was attuned to the needs and 
impulses of the new age which was struggling to be born in Great 
Britain. His teachings when he first jiublished them were ahead of 
the times, but they were inescapably relevant to the times which 
were rapidly emerging. The nation showed itself willing to adopt 
them only when the pressure of new necessities mid the lure of new 
opportunities demonstrated their immediate validity. Parlianumt’s 
first reaction to the American disaster was an obstinate reassertion 
of the policies which had caused it. !■ insisted on trying to push and 
press the remnants of empire iiit(^ the sha[)e of the old im[)erial plan. 
Pitt and Shelburne would have beeii will mg to l(‘ave intact all the 
economic links between the American continent and the British 
West Indies, but their sane liberalism w as overborne by the obstinacy 
of vulgar patriotism and the greed of the shipping interest. The 
Americans had chosen to make themselves forcigiieis Let them be 
treated as foreigners. Let their shipping, if not their goods, be ex- 
cluded from territories under the British flag. Let monopoly be 
maintained intact. . . . But the monopoly could not be maintained 
intact. Adam Smith had established as a general iirojiosition tiie 
advantages of exchange. The particular needs of Great Britain soon 
made her dependent upon exchange for mere hvelihood She had to 
find outside her Empire purchasers who would provide her with the 
means of feeding her increasing industrial population. Sheer neces- 
sity forced her along a path which offered her opportunities of wealth 
and greatness such as no European nation had ever before enjoyed. 
The industrial revolution gave her a flying start on all her neighbours 
British industry and commerce and finance could now have for the 
asking an ‘informal Empire’ far wider than the formal Empire which 
Great Britain has lost, or any which she could hope to gain. If Great 
Britain chose to identify her interests with those of the Great Com- 
mercial Repubhe — and what other choice had she ? — she could make 
herself its metropolis. 

Her choice made itself manifest, not in a self-conscious and single 
act of will, but in a long-continuing bend of policy which at first she 
followed reluctantly and slowly. During the French wars and the 
ensuing decade, her New World policy was temporizing. She was 
content to find new outlets for her manufactures by hastening the 

^ The movement in political thought and constitutional practice has been already 
traced in vol i of this Survey economic thought and practice are the concern of 
this section. 
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disintegration of Spain’s imperial frontier and by permitting traders 
to make emergency entrances and exits in her own.^ It was not until 
the eighteen-twenties that she began consciously and emphatically to 
turn her back on her own imperial past. It was Huskisson who guided 
her towards her future. ‘ England/ he declared, ‘cannot afford to be 
little ’ He was thinking of the opportunities which awaited his 
country in the Great Commercial Republic. Ijike Smith, he was both 
patriot and internationalist, like Smith, he was willing to. move 
towards his end with ‘reserve and circumspection’.^ He had the 
courage to challenge vested interests, he had the courage also to 
withstand impatient doctrinaires. He was willing to throw away the 
blunted weapon of differential duties against foreign shipping in 
order to secure corresponding equality of treatment for British 
shipping, but he maintained for British ships both the ‘long haul’ 
from foreign countries and the monoj)oly of intra-imperial transport. 
He was determined to reduce duties which clogged efficiency in the 
‘petted’ industries or imjiosed undue burdens on their less-favoured 
neighbours ; but his aim was to reform, not to abolish, the national 
protectionist system.^ He surrendered the imperial staple policy: 
by permitting the colonies to trade direct with the outer world, he 
liberated them from their status as commercial appendages to Great 
Britain. But he did not surrender British control of colonial tariffs, 
which was made effective through the Possessions Acts. Nor did he 
renounce the yirinciple of reciprocal British and colonial differentia- 
tion against foreign goods. Imperial preference was the centre of 
his policy. 

Imperial preference survived for another generation. English 
conservatives of our own day sometimes seem to believe that this 
halcyon Huskisson age might liave endured for ever, liad it not been 
for the lamentable errors of Kicliard Cobden and his unfortunate 
gifts of persuasion ^ A close study of tlie forces which were operating 
during the eighteen-forties proves that this belief is an illusion.^ It 


^ Tho refeionco is to tlio jjohoy of multiplying free ports, of whioh tJiore is an 
account m IT T Manning, Colonial (}overn>nenf after the American Revolution 

(Yale University Piess, 1933), pp. 273 ff 

® See A. Biady, HusL'a^non A Study of Imperial Statesmanship (Oxford, 1929). 

^ ‘He thus followed pretty much the rules of the Dutch Water Administration’, 
says liist — I o Iio lowered only those bairiers which were no longer serviceable See 
The National System of J*olitital Economy^ Bk. IV, ch xxxiii The impatient M’Cul- 
loch and llicardo made from their different point of view exactly the same ciiticism 
as List made 

* See, e g , L. S. Arnory, The Forward View (Clooffrey Bles, 1935), pp 76 ff, 

® See W. P. Morrell, British Colonial Policy in the Age of Peel and Russell (Clarendon 
Press, Oxford, 1930), ch. vm and ch. x. 
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was not merely the vehemence of the liberal attack which demolished 
the citadel of imperial preference; there was no passionate single- 
minded conservative defence. The Times hopefully preached an 
imperial ZollvereiUy but Disraeli voted against increasing the prefer- 
ence on Canadian corn. It was Great Bntam^s insular protectionism 
that the conservatives were defending , their imperial arguments were 
for the most part rhetoric which aimed at ennobling their own cause 
and disparaging that of their opponents This did not abash the 
free-traders. They were not primarily concerned with the system of 
imperial preference ; but it was an outwork or screen of the national 
protection which they were determined to destroy; moreover, its 
benefits were in their eyes ‘delusive', and its burdens real They 
were determined to break it down. But what about colonial opinion ? 
The swelling river of colonial autonomy was sweeping everything into 
its channel. While the system of preference still survived, Canadians 
would resist reductions in it to their disadvantage, and Australians 
would bicker for equality of privilege with Canadians ; but neither 
Canadians nor Australians intended to acquiesce for long in British 
regulation of their commercial policies. They were determined to 
mould their own economies, and the time was near when this moulding 
would mean the erection of colonial barriers against British exjiorts. 
Thus, from whatever angle it is examined, the system which Peel 
inherited from Huskisson is seen to be an unstable one. For a few 
years it seemed that Peel, like Huskisson before him, was rationaliz- 
ing that system in order to preserve it , but in reality ‘it was belief 
in freer trade, not belief in an Imperial Zollvcrein', that supplied 
the impetus of his reforms.^ They led inevitably to the repeal 
of the Corn Laws and thereafter to the repeal of the Navigation 
Acts. 

But a British Empire united on the principle of free trade never 
came into existence. It was not until 1860 that the last vestiges of 
the old imperial preference were swept away. In 1859 Canada had 
already with defiant explicitness affirmed her resolution to protect 
her young national industry against England's established manu- 
facturing power. In 1897 protectionist Canada initiated a new sys- 
tem of imperial preference, one which could only complete itself 
when Great Britain recanted her free -trade convictions. The story of 
Great Britain’s half-hearted, indecisive retreat from the Great Com- 
mercial Republic into the shell of her own Empire is told in a later 
section. 2 The three dates which are given here indicate how brief 

^ Morrell, op. cit., p. 199. 

^ See below. Chapter I, sections iv and v ; Chapter II ; Chapter III, sections iii 
and IV. 



50 PERSPECTIVE VIEW Chap. I 

the period was during which the principles of Adam Smith prevailed 
without any serious challenge. They never really prevailed through- 
out the Empire as a whole. The British liberals of the eighteen- 
forties and fifties had envisaged a free-trade Empire m a free-trade 
world. Instead, there came into being an Empire which in economic 
belief and policy was divided by two contrary allegiances. In Great 
Britain, and the dependent territories whose policy she decided, the 
allegiance was to Adam Smith's teaching. In the self-governing part 
of the Empire, among the ‘autonomous nations’ of the emerging 
Commonwealth, a new mercantilist allegiance was in the ascendant. 
And the allegiance which had conquered in the Dominions was pre- 
paring the reconquest of Great Britain. 

Nevertheless, the episode of free trade, fleeting and fragmentary 
though it was, imprinted upon the British Empire a stamp which 
even yet, despite some jiartial erasures and over-scorings, may prove 
itself enduring. Great Britain’s mid-nineteenth-century rejection of 
mercantilism compelled lier to restate the jinnciples upon which the 
self-go v^ernmg members of the Em jure remained m communion with 
each other. Now that they were no longer held together within a 
network of commercial discrimination against foreigners, could any- 
thing hold them together ? Gladstone acx-laimed a new imperial 
unity whi(;h would be strengtheneti by the loosening of commercial 
restriction — a unity ‘founded upon a larger and firmer basis . . . upon 
common traditions of the j)ast and hopes of the future — upon resem- 
blances in origin, in laws, and in manners— in what inwardly binds 
men and communities together' Great Britain’s renunciation of her 
mercantilist Empire liberated the j)hilosophy of the Commonwealth, 
and revealed the deep imj^ulscs winch would gather spontaneously 
to support it. 

Great Britain’s rejection of mercantilism compelled her also to 
restate the principles upon which the imjierial community, or that 
part of it wliose policy slie herself directly fashioned, must live within 
tive wider society of nations. Hitherto the history of empires had 
been a record of conflicting sovereignties , tlio new imperial theory, in 
its external no less than its internal application, drew much of the 
sting from sovereignty. It did not abolish political frontiers, but by 
refusing to reinforce them with economic barriers it diminished their 
importance It showed a way by which empires in the future, unlike 
all emj)ires of the past, could dissolve without disintegrating — by 
bringing themselves into a wider world order. It drained dry of 
monopolistic economic content the operation of painting the map red. 

. . Provided, of course, that this new imperial theory was resolutely 
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followed as a principle of life and action, and not hypocritically 
professed. . . . 

It was Joseph Chamberlain, of all people, who most emphatically 
and i)roudly enunciated Great Britain’s rejection of privileged 
imperial ownership. The Britisli, he declared, were not like othei 
nations , in all their annexations they sought no special commercial 
advantage for themselves, but regarded tlicmselves as ‘trustees for 
civilization for the commerce of the world ’ Trusteeshif) was a meta- 
phor which had a future , it would express itself later on in the 
mandates system The idea of nja-discrnmuation, expressed in a 
different metaphor, had already lu the closing decades of the nine- 
teenth century projected itselt beyond tlie British Empire into the 
structure of international relationsiiips Tliroughoiit a large part of 
Asia and Africa sovereignty had been slioi n of its customary economic 
exclusiveness by treaties whicii ]>i'>mised an open door’, or equal 
opportunity for the traders of all nations. 

The open-door treaties were ol two kinds Some ot them had been 
signed between stronger and voaker nations, limiting the tariff 
autonomy of tlie latter and forbidding them to discriminate in favour 
of the traders of any single country Great Britain and other powerful 
states at one time or another imposed treaties of this kind upon 
China, Japan, Turkey, Morocco, and many other weak communities 
in Asia and North Africa. These treaties proved themselves to bo 
unstable They rejircsented an impermanent balance of force, and 
they provoked the inevitable moral protest v/hich follows the 
one-sided use of force, even when it is used for a rational purpose. 
The weaker countries hated them because they were ‘unequal’ 
treaties. Some of these weaker countries have made themselves 
strong enough to break the fiscal fetters imjioscd upon them ; others 
liavc been absorbed into the economic system of a powerful neigli- 
bour ^ Both these processes have occurred by stages and amidst 
conflicts which often are still far from being resolved , but the pre- 
cariousness of this part of the ‘open-door’ system has long been 
apparent. 

There was, however, a second method by which the ‘open door’ 
principle projected itself beyond national and imperial decision into 
international convention. The European powers by agreement with 
each other began to limit their sovereign rights of discrimination. 
Among themselves, as will be explained in a later section, they built 
up a network of most -favoured -nation agreements which committed 

^ Contrast the present position of three Asiatic signatories of open-door treaties — 
Japan, Korea, and China two decided destinies, and one still undecided. 
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them, not indeed to low tariffs, but to impartial tariffs. In the 
management of their colonial deiiendencies they accepted far more 
extensive limitations upon their sovereign powers — limitations which 
‘ created a measure of European solidarity in the colonial world ' ^ 
Their new purpose first expressed itself on a large scale in the BerUn 
Congress of 1885, which mapped in Africa the large open-door area 
known as the conventional basin of the Congo, ^ Within the next 
twenty years the method was on various occasions applied elsewhere 
in Africa, and also in the Pacific Ocean Experience gamed in the 
Congo area proved that the stipulation of a maximum tariff and of 
equal opportunity for all trading nations was not by itself sufficient 
to prevent both a monopoly by tlie governing authority and exploita- 
tion of the indigenous inhabitants. A more precise definition of 
monopolistic discrimination, and means for guardmg against it, were 
also necessary But it was tlie inadequacy of the mcaas employed, 
not the invalidity of the end professed, which the Congo scandals 
demonstrated. The moral to be drawn was that the end must be 
pursued more realistically. This the Peace Conference of 1919 
attempted to do when it instituted the mandates system. 

The mandates system has two sides. It professes the principle 
that imperial nations are ‘trustees of (uvilization for the commerce 
of the world’. It also professes the principle that imperial nations 
are trustees for the weaker peoples who are as yet unable to stand 
on their own feet in the strenuous conditions of the modern world. 
The present sectuin has shown the ancestry of the first principle in 
the precepts of Adam Smith and the xiineteenth-century practice of 
Great Britain. The ancestry of the second principle will be sketched 
in the section which follows. 


' Mam ICO Beaumont, /yVossor industrial et V InipanaiisniP. (Pans, 1937), p 99 
Tm hiding the whole of tlio Belgian Congo, Uganda, Kenya, Nyasaland, 
Tanganyika, and parts of Froncli Equatoiial Afiica, tho Sudan, Abyssinia, Italian 
Somaliland, Northern Rhoilesia, Poituguose East Afiica 

•* e g (i) Dahomey, Ivory Coast, Gold Coast, Nvgena, and all territory north ami 
south ot Lake Cliad to 5 N and to tho Nile By the Anglo-French agreement of 
1S98, the Brilisli gave open-door treatment to all nations, the French to those with 
whom they had inost-tavoured-iiation agicements Tho dm ation was for thirty years, 
but no change has been made since 1928 

(ii) Samoa, under the Anglo-Goiman-Amencan agreement of 1899. (No time 
limit ) 

(ui) Now Hebrides, umlei the Anglo-French Condominium treaty of 1906 
(iv) Freni'li and Spanish /ones in Morocco, and the international i^ono of Tangier, 
by tlie Act ot Algociras 1907 (Abrogated aa rogard‘3 Germany by tho Treaty of 
Voi bailies ) 
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III 

The Missionakies’ Fkonttek 

What has Christian evangelism to do witli economic policy ? Their 
connexion illustrates a larger paradox. The increasing concentration 
of scholars upon the economic content of history has induced an 
increasing scepticism about the economic interpretation of history. 
It was above all the economic or materialist conception of history 
which goaded historians into the systematic study of economic 
phenomena; systematic study ha^ convinced them that economic 
phenomena are saturated witli impulses, processes, and cttects which 
are noii-economic. The leaetion towards a non-cconomic interpreta- 
tion has sometimes been extieme. ‘Ilehgion and the Kise of Capital- 
ism,' for example, lias become an ovei-w raked theme ^ J-?ut religion 
and the rise of empire is a theme which may still be profitably de- 
veloped. We have already made ourselves aware of its importance 
in South Afiican Instory.*^ The missionaries m SoutJi Africa were in 
the van of tlic advancing J’luropean frontier. Before the V oorirekkers 
set out on their protesting (wodus from Cape Colony, Huguenot 
missionaries were already Chtablislied in Basutoland.'^ And at every 
stage of the long road north to tlie Zambesi, the missionaries were 
ahead of the trekking jiastorahsts. IMoreover, missionary propaganda 
was itself one of the causes of tlic (Tieat Trek. It so impressed itself 
upon legislation and policy that the Boers became convinced that 
Cape Colony was false to the doctrine of human inequality which 
formed the core of their religious and social creed The conflict of 
principle between ‘Caj^e liberalism' and the Voorfrekker communities 
(a conflict which is still being fought within the Union of South 
Africa) did not, except as a rare afterthought, define itself in 
terms of economic policy It cxpicsscd itself m affirmations of 
religious and racial conviction — universal Christianity against tribal 
Christianity, tlic New Testament against the Old Testament, human 
equality against racial aristocracy, 'assimilation' against 'segrega- 
tion '.Yet these non-economic affirmations had economic implications 
of profound importance. To understand them, it is only necessary to 
contrast the internal economic barriers which a caste society seeks to 
perpetuate and the throwing down of barriers which Adam Smith 

^ Soo P (' (i Walker, ‘Capitalism and the Keformation’, m Economic Ilustoiy 
Bevieu\ Novembei 1937 ^ See above, pp 13-14 

® See V- Ellenbergor, A Century of Mission ^\ ork in Basnioland (1833 1933), trans. 
from the Pieneh by Pj M Pillenberger (Morija Sosuto Book Depot, 1938) Wesleyan 
missionaries ai lived m Basutoland a fow months after the Huguenots 
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envisaged as the destiny of a ‘healthy and free’ society. The most 
clear-minded of the missionaries did in explicit terms declare war 
against caste. ‘I hope the day will arrive/ cried Dr. Philip, ‘when 
Hottentot institutions will be unknown in the Colony, and unneces- 
sary , when the magical power of caste will be broken, and all classes 
of the inhabitants blended into one community.’^ 

Elsewhere in Africa the missionaries had an easier task ; there were 
vast regions in the trojhcs where they were able to jireach their 
gospel of human solidarity without challenging the tribal solidarity 
of colonizing Europeans. It is in these tropical regions that their 
gospel has taken political shape in tlie jirofessod policy of ‘trustee- 
ship’. Nevertheless, it is in tlie temperate regions, where the mis- 
sionary gospel had to encounter bitter opposition and endure frequent 
defeat, that it achieved its sliarpest definition and thereby contributed 
most challengihgly to the evolving theory of the British Common- 
wealth. And it IS in tlie temperate regions that the conflict of 
professions and practices within the Commonwealth is most vividly 
illuminated The cxamjile of South Africa will be considered at length 
m Part IT of this volume. Here it will be more profitable to examine 
a simpler example. The i acial pattern of New Zealand is a far simpler 
one than that of hsouth Africa; the record of missionary policy in 
New Zealand is an easier one to read ^ 

It was the trading frontier of European civilization which first 
reached New Zealand In 1794 the Fancy dropped anchor in the 
Bay of Islands and returned thence to Sydney with a cargo of timfier 
and flax ; by the end of the eighteenth century the Bay of Islands 
was an established refreshment station for whalers and sealers, and 
a busy centre of trade On the Maori side theie was a demand for 
clothing and alcohol and tobacco, for muskets, powder and ball, for 
axes and spades and fishhooks, and all the iron tools winch could re- 
jilacc the neolithic implements of native fashioning. On the European 
side there was a demand for timber and flax, potatoes and pigs, con- 
cubines and dri ed human beads There was no serious M aori resistance 
to the advancing traders’ frontier, because it signified new wealth. 
But it signified also disaster to Maori hfe through disease, and the 
unprecedented carnage which the new weapons added to the old 
tribal wars European civilization showed in its first coming to New 
Zealand its most reckless and ruthless face. 

^ Quoted by W M. Macmillan in Bantu ^ Boer ami BrUon (Fabei & Owyor, 1929), 
p 172 

I wish at the outset to oxpiosa my giatitude to Mi H. G. Miller, of Wellington, 
N Z Ho read and cjiti( i/,od drastieally the first draft of this section For any errors 
of fact 01 interpretation which remain T have only myself to blame. 
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It showed a different face when the first missionary settlement, 
the product of Samuel Marsden’s persistence, established itself in 
1814 on the sliores of the Bay of Islands. As if to make amends for 
their later coming, the spuitual representatives of European civiliza- 
tion proved themselves more venturesome than its commercial 
representatives. The traders after all saw no need to venture into the 
interior to juirsue trade, whicli by a sjiontaneous How came to their 
stores on the coast. But tlie missionaries in their pursuit of souls 
attacked the wilderness Their evangelizing journeys opened the 
interior of the North Island to Eu'opean knowledge. How did the 
Maori receive the (Christian gosjiel ^ Almost as gladly, it seemed, as 
they received the weapons of Christian men. The missionaries them- 
selves were no laggards, but their aideiiu conveits raced in front of 
them to spread tlie Christian gospel The story is told of a missionary 
who, far from his home station, eimountercd an unknown tribe. He 
gathered the tribe for a fiist reading of the Anglicnn service The 
gathering, to Ins astonishment, devoutly interjected the proper 
Anglican responses 

The spiritual rejiresentatives of Eurojie found themselves com- 
pelled to define their attitude towards the other manifestations of 
European expansion. They were enthusiastic for the spreading of 
Europe’s material culture Samuel JMarsden believed that ‘the arts 
and religion should go together’ He believed that ‘civilization’ 
should advance with ‘tlie gospel’ — or even ahead of it. But he c;ould 
not accept as a legitimate ingredient of ‘ civilization ’ the exchange of 
fire-arms for human heads. Would not steady settlers be a more 
dependable agency for the spreading of the arts ? ‘ If an effective 
government can be established in New Zealand to punish 
crime’, wrote Marsden m 1824, ‘a colony may be established and 
benefit the natives.’^ Henry Williams, as he travelled through the 
North Island, was accustomed to mark down, quite as a matter of 
course, the districts which would be suitable for British settlement ; 
and to reflect how ‘blessed’ such settlement would be. The mis- 
sionaries in the field, unlike some of their supporters at home, had 
no dogmatic quarrel with the settlers’ frontier. They were ready to 
welcome it, provided one essential condition was satisfied ; provided 
‘ an effective government ’ — and of course a Protestant and British 
government — came with it. 

What the missionaries wanted most desperately was government 
in place of anarchy. In free competition between the good and evil 
elements of European civilization, the evil elements were winning. 

^ 11 McNab, Historical RecortU oj New Zealand (Wellington, 1908-14), vol i, p 628 
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The introduction of fire-arms had inaugurated a series of ghastly 
tribal wars which was menacing the Maori community with utter 
destruction The strain of life was becoming intolerable for the 
rnissionaiics themselves, and for their very large families. The 
missionaries desperately wanted some authority which would impose 
order upon the Maori and upon the very mixed European community 
which during the eighteen -thirties was growing by migration from 
New South Wales. But they were not prepared to accept the pro- 
tection of France and the Pope. That is why Henry Williams (an 
evangelical ex-naval officer) joined with the British Resident in 1835 
in securing from some Maori chiefs a declaration which ]:)urported to 
establish the independence of the ‘United Tribes of New Zealand*. 
The declaration may perhaps have served some purpose as a tem- 
porary barrier against French colonization ; but both the unity of the 
New Zealand tribes and their sovereignty were fictional. New 
Zealand was a vacuum, the Wakefield colonizers ruslicd into it, 
racing the French, and dragging after them a reluctant British 
government. 

Why was Great Britain reluctant to extend her sovereignty over 
New Zealand ? There was the usual motive of economy and the usual 
distaste for new responsibihty. But there was something else. Lord 
Normaiiby, even while he was being pushed towards the act of 
annexation, protested that it was ‘unjust’. It would, he foreboded, 
he ‘but too certainly fraught with calamity to a numerous and in- 
ollensive peofile, whose title to the soil and sovereignty of New 
Zealand is indisputable’.^ This was not the view of Henry Williams 
and his fellow missionaries in the New Zealand field. But it was the 
prevailing view at missionary head-quarters in England. In the year 
1836 two parliamentary committees were taking evidence — one on 
the subject of the waste lands of the Empire, the other on the subject 
of the protection of aborigines. The very titles of these rival investi- 
gations suggest the battle which Radicals and Evangchcals were 
fighting against each other for the control of the Colonial Office and 
the mind of the ruling class Wakefield and his friends advertised 
the existence of a great ‘imperial patrimony’ awaiting British settle- 
ment, and were determined to make New Zealand a part of it. They 
looked upon New Zealand as an empty country, an alluring expanse 
of waste lands calling for civihzed occupation. Evangelicals like 
Dandeson Coates denied the existence of these ‘waste lands’. In 
their view New Zealand was possessed already by the native owners 
of the soil. Both these views were too abstract and extreme for the 

^ (\imhrulqe Ihstory of the BiHish Empire^ vol vu, pt ii, p 72 
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missionary pioneers who had come to grips with New Zealand 
realities. They wanted annexation. They were prepared for coloniza- 
tion. But they insisted that both should be accompanied by effective 
pledges for the protection of Maori rights. Their programme may 
bo called 'annexation with safeguards’. They believed themselves 
to be in a position to carry their programme into effect. It was with 
their help that Captain Hobson in 1840 negotiated tlie Treaty of 
Waitangi between Great Britain and the ‘Chiefs of the United 
Tribes of the Confederation of New Zealand'. The essence of the 
treaty was that the united tribes ceded to the Queen of England 
their rights of sovereignty, and acquired in exchange all the rights 
and privileges of British subjects together with a guarantee of ‘fuU 
exclusive and undisputed possession of their lands and estates, 
forests, fisheries, and other jiroperties which they may collectively 
or individually jiossess, so long as it is their wish and desire to retain 
the same in their possession’. 

The Treaty of Waitangi was proved in the event to be a paper 
safeguard of little worth. The New Zealand Comjiany argued that 
it was not binding, but ought rather to be regarded as ‘ a praiseworthy 
device for amusing and jiaeifying savages for the moment’. It is to 
the credit of the British government that it entertained ‘a different 
view of the respect due to obligations contracted by the Crown of 
England’.^ Except for a bad lapse in 184(3, the British government 
did attempt to keep faith. But its attempt dwindled away m ojiti- 
mistic interpretations which the law-courts rejected and comforting 
assurances which the colonists rejnidiated The settlers’ frontier took 
control of New Zealand’s destinies, and the Maori chiefs lost 
‘their lands and estates, forests, fisheries and other jiroiierties’ 
which the Treaty of Waitangi seemed to have secured to them. 
The missionaries and their friends at home protested. We can trace 
in their protests the evolution of the doctrine of trusteeship. 

But let us first try to view the situation from the Maori point of 
view. Modern anthrojiological study has enabled us to understand 
it sympathetically. 2 European settlers a century ago (like a few New 
Zealanders even to-day) were very ready to accuse the Maori of being 
lazy. The settlers were generally of a line stamp ; they had staked 
their future on the ‘waste lands’ theory ; they had come out to farm, 
believing that there was ample farming land for them ; many of them 
had paid for their blocks in England. When they arrived in New 

^ Ibid , p 83 

“ For what follows see especially Raymond Firth, PrumUve Econotmc'i of the New 
Zealand Maori (Routledge, 1929) 
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Zealand, they had no other desire than to get on with the work of 
settling the country It was bad enough to be held up by delays of 
survey an{l similar irritations. It was intolerable to be blocked by 
the assertion tliat land which they believed to be rightfully theirs 
was in the lawful possession of Maori owners. They looked around 
them and saw a country of unfclled forest with a few sparse patches 
of cultivation scattered through it. It seemed to them that the Maori 
were doing nothing with the vast areas which they were supposed 
to own And yet the Maori, even in their primitive state, were intelli- 
gent and assiduous workers. Even the games of children testify to 
Maori industnousness. ‘Who will marry a man’, the girls cry in the 
haka game, ‘too lazy to till the ground for food ? ' ‘Who will marry 
a woman’, the boys answer, ‘too lazy to weave garments?’ The 
wisdom of adults, in terse business-hke proverbs, reproves idleness. 
‘Man drowsing m a house, smack his head.’ ‘Man skilled in dredging 
fresh -water mussels, cohabit with him.’ Nineteenth -century Euro- 
peans were not skilled in dredging fresh-water mussels, and were too 
Ignorant of human history to understand how such an activity could 
possibly be called work. The Europeans brought to New Zealand an 
economic technique capable of transforming the environment. The 
traditional Maori economy was intricately fitted to the existing New 
Zealand environment. The Europeans were members of a world- 
wide economic society where division of labour called for mcreasmg 
continuity of effort upon specific tasks, and where specialization 
brought its rewards in money Maori society knew only a very 
limited division of labour, and therefore imjiosed upon its members 
a multiplicity of successive tasks. Its incentives, like its techniques, 
were far less speciahzed than European ones. 

‘In a primitive society there is no relationshqi which is of a purely 
economic character.’ The groups whi(*h united Maori jieople in 
co-operative economic activity were not j)rimarily economic groups ; 
they were territorial and kinshij) groujis bound together by their own 
memories and loyalties. ‘Therein lies the strength of primitive 
society, that it enlists the binding forces from one aspect of life to 
support those of another The economic activities of the Maori were 
woven into the indivisible texture of tlieir community life. Bird- 
snaring, for example — an enterprise of great economic importance — 
was undertaken by kinship groups of various sizes, to the accompani- 
ment of magical and ritual ceremony, in a spirit of individual 
emulation, and with elaborate artistic divagations such as the carving 
of the perches of the snare — by winch craftsmanshq^ and the spirit 
^ Filth, op. cit , pp 481, 482 
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of beauty multiplied a thousandfold the 'socially necessary labour’. 
How pale the phrases of abstract economic analysis appear when 
contrasted with the warm emotional interest which enlivened the 
Maori community to pursue with zest its economic tasks ^ 

This warm emotional attachment supported the economic ties 
which bound the Maori to the soil of their country No European 
formulae of land ownership would fit tlie intricacies of Maori law 
and custom; it would be inajipropnate to speak eiflier of piivate 
ownership or communism Hr. Eirth declares that theie was 'an 
individual right of occupation but a ommunal right' of alienation’. 
The generalization clinches usefuH\ enough some aspects of his 
descnjition, but fails to convey the impn‘.^sion of complexity v/hich 
everywhere emerges from it— the ini])rc sion of an intricate and 
varied, yet precise system of rights and duties belonging to indi- 
viduals and the concentric kmshtj) Looupmgs, and determining the 
numerous specific forms and degrees of ownershij) which existed side 
by side with each othci The economic and propiiotaiy system 
covered the whole surface m the countiy. The districts void of 
regular occujiation were visited peiiodically for suiiplics — the swamps 
for cels , the forests for berries, timber, and game , other districts for 
ochre or the stone whu^li furnished material for weapons and imjile- 
ments There were no ‘waste lands’ m the sense of the Wakefield 
propaganda, though there was ‘ waste ’ in tlie old English sense ^ 
Nor were there any distrK*ts estranged from Maori affection The 
tribes had a name for every feature of the country, and by these 
features they marked their own boundaries In legend and proverb 
they affirmed not oniy their traditional rights to the land but their 
devotion to it. A claimant arguing his title in a European land court 
rested it on the last words of a female ancestor — ‘Take me not away 
from the land but bury me within hearing of the Rangitahi water- 
fall.’ A chief defending tlie title of his peo])le to the Waitara block 
(the seizure of this block by the Europeans was the occasion of the 
second Maori war) spoke as follows* ‘Covernor, Waitara shall not 
be yielded to you. It will not be good that you should take the pillow 
under my head, because my pillow is a pillow that lias belonged to 
my ancestors.’ And another chief spoke in his support 'Listen, 
Governor! I will not give Waitara to you It will not be good that 
you should drag from under me the bed-matting of my ancestor.’ 
Love for the land was the theme which inspired the poetry of bereave- 
ment and exile. . . . 'Send me a handful of earth that I may weep 

^ The waste was an integral part of the old Knglish economy, and lornained so 
down to a comparatively late date. 
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over it.’ Interwoven with this tender sentiment was a hard-headed 
realization that the land was the essential basis of Maori life. ‘Man 
perislies, but the land remains.’ 

Before the rise of modern anthropological science, the missionaries 
represented the only considerable class of Europeans who by their 
sympathy — for they believed in the brotherhood of man^ — and 
by their experience — for on the advancing fringe of Europe they 
out-distanced even the traders- -were in any degree equipped to appre- 
ciate and defend the needs of a primitive people. Their understanding, 
it IS true, was often lamentably deficient, and it is easy enough to 
mock the ignorant and destructive assaults which they all too 
frequently made on valuable culture-forms which offended them by 
being ‘heathen’ Yet their benevolence was not always ignorant; 
frequently it was reinforced by a savmg common sense. If one 
grants their basic principle that the stronger people has an obligation 
to respect the weaker people’s riglit to live, one must credit them 
with realism in the means which they advocated for making this 
principle effective m policy In New Zealand, as m South Africa, 
they concentrated their energies in a struggle to defend native land- 
ownership. 

And yet the New Zealand missionaries had lieen y)reparcd to 
welcome British colonization. Were not missionary head -quarters in 
London, with their uncompromising liostihty to colonizing projects, 
more realistic ? On tins question a goorl deal could be said. The 
missionaries in the field wanted British government in order to end 
anarchy; tlicy wanted government more than tliey wanted settle- 
ment , they wanted settlement partly because they believed it would 
bring government with it And settlement was bound to come 
Evangelical })rotests m London were quite ini])otcnt to prevent it 
Still, is it not worth while to fight for a hofieless cause Should not 
the missionaries have realized that European methods of using the 
land were so incompatible witli Maori methods that the latter must 
inevitably be overwhelmed Aral should they not have realized that 


’ Tlid CaKiiusin of tho oaily Xow Zcaljirid inis'^iojiaries suppoitfcl m a curious 
maiiriei ()io Clinslian tcachinjj; oi tho brotherhood, o\on tho 0(piaht3^, of men of all 
kinds and colouis As (’ahmists, tho inissionai k's behoved in ‘the total depravity’ 
of tho human soul apart from justificai ion by faith Natives, of course, woio de- 
praved, hut nobody cun bo more than iotaUij depiaved Tho missionaries’ doetiine 
encoiirnp^ed them to look for huiiuin losemblaiiceH , before long tiie^ wcio finding them 
in things coinmonly accounted good as well as in things commonly accounted bad 
Some of Henry \VilliaTn&’s reteiences to chiefs ate stiikmgly egalitarian The mission- 
aries rustomaiily leFerred to the Maori ns ‘tho people’ (I owe tbcho ohservalions to 
Mr H G Millei ) For very different lacial deductions fiom Calvinist doctrine in 
South Africa, boo Part II of this Volume 
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this would mean the ruin of the Maori people ? But the missionaries 
did not believe this. They believed in ‘civilization’. And they had 
very good reason for anticipating that the Maori, by a voluntary 
acceptance of ‘civilization’, would make room for European settle- 
ment and render jiossible a peaceful and fruitful collaboration between 
settlers and natives. Missionaries and traders had already jirejiared 
the way for this collaboration by stimulating the Maori community 
towards a changing economic life. One imjiortant aspect of this 
change was an increasing geogiaphical concentration of economic 
effort. In their eagerness to win no\c kinds of wealtli unknown to 
tlieir neolithic culture, the Maori descended Irom their hill villages 
and planted flax m the swamp lands , they copied European methods 
of the cultivation of crops, they even established mills They were 
already doing all these things before the Wakefield settlers arrived. 
Provided they continued along the new iiath of economic specializa- 
tion and geographical concentration, there would sunly be plenty 
of land for everybody. And they did continue along this path. Erom 
1840 to 1856, and particularly during the last ten of these years, the 
Maori chiefs and people took with cntliiisiasm to farming on Euro- 
pean lines. Eor a considerable period they supplied the European 
settlements with the bulk of their food, and in addition exjiorted 
a large surplus to New South Wales In 1855 they provided half the 
exports of New Zealand.^ 

Why, tlien, were the hopes of a ])eaeeful Maori transformation 
and peaceful inter-racial collaboration frustrated ? Anthropologists 
trained in the ‘functional’ school will naturally be inclined to believe 
that the pace of transformation was too hot , the adoption of the 
western economic technique undermined all the functionally related 
aspects of Maori culture , reaction and rebellion were inevitable.^ 
There is indeed plenty of evidence to suggest that the psychological 
adajitation to European culture lagged behind the economic adapta- 
tion ; in the Hau Hau rising, for example, the Archangel Gabriel and 
other Christian symbols mingled wildly with the most brutal elements 
of primitive religion.^ But this was after the Maori had themselves 
suffered brutal disillusionment at the hands of the Europeans. It 
may well be that a primitive culture cannot adapt itself to the 

^ Here again I wish to acknowledge my special debt to Mr H, G. Miller, who is 
the fiist New Zealand liistorian to give proper weight to these fundamental develop- 
ments m Maori society and Now Zealand histoiy 

^ Firtb, op cit , pp 456 ff and 468 ft , describes the phrase of tho ‘enthusiastic 
adoption of Kinopcan eultino-foims’ and the subsequent reaction 

^ See F M Keesing, The Changing Maorv (New Plymouth, 1928), p. 72, for a 
psychological interpretation of this cult 
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demands of western culture without undergoing an acute spiritual 
crisis , but there is no inevitability about the issue of this crisis. Or, 
if the inevitable outcome is violence, frustration, and despair, the 
theory of colonial trusteeship which the British Empire to-day pro- 
fesses is founded upon a fallacy and a he 

The record of frustration and wrong in nineteenth -century New 
Zealand docs not demand so drastic an interpretation It must be 
explained, at least in part, by simpler historical causes. One of these 
causes was the economic depression which smote New Zealand in 
1856, blighting the hopes and destroying the patience both of 
the Maori and the Europeans. The year 1856 witnessed another 
decisive event The im])erial authority, by conferring self-govern- 
ment upon the European settlers, surrendered its trust. These two 
things together settled the fate of the Maori for the next half- 
century ^ 

Hitherto the missionaries had defended their flock with a fair 
measure of success. Disputes about land produced a crisis in the 
eighteen-forties But the disorders which occurred in 1843 and again 
m 1845 came to an end in 1847 The rebellious tribes were not 
punished by confiscation, and, as we have seen, the years of peace 
during the late forties and early fifties were years of rapid Maori 
progress. There was an interlude during which favourable circum- 
stance supported ideahsm and reason , but the interlude proved to 
be too short Eor a time, pressure upon the more populous and 
difficult North Island was relaxed as the Europeans switched over 
their energies to exjiloiting the easier opportunities of the South 
Island. Governmental action by extensive land purchases cleared 
the way for the settlers,^ and the grassy plains eastward of the 
Alpine chain facilitated their advance The famous Edward Gibbon 
Wakefield himself honoured the country with his presence , even if 
its economic progress was due to that pastoral dispersion which he 
abhorred, its social and moral constitution represented something 
that he had always jircachcd. Among the fifty members of the 

^ Tf only they could have hung on till 1861, when the gold rushes brought an 
iinmonse now market, it would have been different ’ (Communication to tho authoi 
by Mr H (1 Miller ) 

^ Kor example, Mr Walter Mantell (who proved himself m his later career to be 
a good tnond of the Maori) secured from tho Ngatiahu tribe 30 million acres for a 
cash payment of £5,000, together with the delimitation of reserves and a promise 
of ‘paternal care’ in the foiin of schools, hospitals, &c Little was done to redeem 
tho proiniHO, but tho govorninont rocoivoii about £5,000,000 for tho resale of the lands 
I have seen a calculation that the Maori vendors receiveil as payment an average 
of 1 Is. per head, together with 1 1 acres of reserved land and the broken promise of 

patomal care 
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Canterbury Association which Wakefield founded in 1848 were seven 
bishops and two archbishops. What a counterblast to the anti- 
colonist pro23aganda of the missionary societies* And what an 
encouragement to the migration of those morally elevated persons 
whom Wakefield had always regarded as the best settlers! Could the 
Colonial Office refuse the claim of such a community to manage its 
own affairs ? 

It would bo paying the British government too high a compliment 
to say that it had been a model trustee It had shuffled out of its 
moral obligations under the Treaty of Waitangi. It had concurred 
in an ungenerous legalistic interpretation of the treaty winch under- 
cut the security of the Maori in their lands It had tolerated a 
predatory and shameful routine in land purchase But it was m the 
surrender of its trust that it irrevocably broke faith The surrender 
took yilace by stages — the concession of rc]>resentative government, 
the concession of responsible government with reservation of native 
affairs, the abandonment of tlie reserved power. As it approached 
the last stage, the British government was compelled to face its own 
dishonour and humiliation. 

In drawing up the constitution of 1 852, the imperial trustee pro- 
tested that it would fulfil its treaty obligations to the Maori chiefs , 
tliey would, for example, as British subjects, enjoy a vote. But none 
of them, in fact, ever enjoyed a vote Nor did the constitution do 
anything to give them a secure tenure of their lands, or give them 
access to the courts of law in matters relating to land They were 
left at the mercy of a legislative body constituted by the European 
settlers. In 1 856 the settlers were permitted to constitute the govern- 
ment also Responsible government transformed the strategy of the 
New Zealand struggle Hitherto it had been fought not only in the 
colony but in the mother country ; humanitarians and colonizers had 
competed for the ear of a Colonial Office which still possessed con- 
siderable power and also possessed strong humanitarian sympathies. 
But for the future the struggle of opinion within Great Britain would 
count for less , the issue would be simplified, and to some extent 
distorted, as a straight fight between colonial self-government and 
Colonial Office control ^ There was, of course, the inclusion of native 
policy among those matters ‘affecting imperial interests’ which, 
according to the terms of the minute on which the first responsible 
ministry took office, were reserved to the Governor as an imperial 

^ To some extent distoitoU, because tliore was diveisity of opinion in Now Zealand 
as well as in England a minority in New Zealand, not confined to missionauos, 
opposed the aggressions which the majority justified. 
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officer.^ This reservation was the device adopted for reconciling 
imperial obligation and colonial self-government ; it was the last line 
of missionary defence. Missionary policy, which in 1840 had accepted 
‘annexation with safeguards’, was now forced back upon ‘self- 
government with safeguards But would the safeguards work ? 
Three years after the granting of responsible government, an act of 
reckless injustice precipitated war.^ This war, says a distinguished 
New Zealand historian, ‘can only be regarded as a desperate 
struggle by the natives to preserve their interests in the face of 
what they regarded as Pakcha aggression. The fact is unpalatable 
but inescapable 

By surrender ing her trust. Great Britain had left the destiny of 
New Zealand to be decided by brutal force. On the one side were 
the Europeans, determined, as Governor Gore Browne rejiorted, to 
get possession of Maori lands rede si possinty si non, quocunque modo. 
On the other side were the Maori, driven by desperation into a 
supreme effort of national concentration, attempting through their 
land league and their King movement to save while there was yet 
time their ‘land, niana, and nationality’ ^ On both sides there were 
individuals of good will and far-sighted reason; these individuals 
devised admirable pa]ier solutions and submitted them to an im- 
potent imperial authority There was a vigorous discussion of prin- 
ciple. It had no immediate effect ujion the crisis in New Zealand. 
But it helped to clarify some issues which in Kenya and elsewhere 
still constitute a fundamental challenge to the professed ideals of the 
British Commonwealth. 

‘Why should not the two races’, asked Bishop Selwyn, ‘form as 
it were two colonies, the one in the more advanced state of repre- 
sentative institutions, the other in the state m which many British 
colonies still are, more immediately under the direction of the 

^ Soo A J Haiiop, ErKjJand and the Maori Wars (London, 1937), p 37 And on 
oonMtituhonal aspects of the conflict between imperial trusteeship and colonial self- 
government, with illustration from the whole record of the Jlritisfi Empire’s expeii- 
ence, see A B Keith, Responsible Government in the Dormmons (Oxford University 
Press, 1929 edition), vol. ii, ch lu 

“ Cambridge Historic of the British Empire, vol vii, pt ii, p 134 Governor Grey 
aihnittod, too late, the justice of Maori possession of the Waitara block It may bo 
added that the Royal Commission on Confiscated Native Lands (1928) endorsed the 
Maori claim 

^ J. B CondlifTo, New Zealand in the Making (Allen & Unwin, 1929), p. 55 

* Governor Gore Browne in 1859 thus explained the meaning of the land league 
and the King movement, ‘The natives have seen the land they alienated for farthings 
sold for pounds, they feel that dominion and power or as they term it “substance” 
went from thorn with the territories they alienated, and they look forward with appre- 
hension to the annihilation of their nationality.’ Harrop, op. cit , p 64, 
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Crown?' Here was an attempt to think out a ‘dual policy’ which 
would safeguard the parallel development within a single territory 
of two different communities.^ Far-sighted Maori leaders were them- 
selves calling for such a policy. A sympathetic European thus 
recorded the argument of the moderate Maori statesman William 
Thompson. ‘He stuck in the ground two sticks. “One”, he said, 
“is the Maori King, the other is the Governor.” He then laid on 
the top of the sticks a third horizontally. “This”, he said, “is the 
law of God and tJie Queen ” Then lie traced on the ground a circle 
enclosing the two sticks “That < ircle is the Queen, the fence to 
protect all.” Sir Fredeiick Rog^^js in the Colonial Office minuted 
that the argument meant ‘ I am ready to acknow^ledge the supremacy 
of the Queen — the distant authority which cannot act effectively on 
me. But I am not ready to ackiiow ledge the immediate and effective 
authority of the Goveiuor,' But (he Maori statesman might have 
replied with justice that the ( Jovernor wms in partisan hands If only 
there had been a Governor with effective indejiendent authority as 
representative of the Queen, William Thompson might willingly have 
redrawn his pattern with two sticks to represent the Maori King and 
tlie Pakeha Prime Minister, a horizontal stick above them both to 
represent a Governor with real regulative autlionty, and the circle 
of the Queen’s autlionty still encompassing New Zealand and guard- 
ing it from the outside world. Many experienced and intelligent 
observers believed that the British government ought to preserve 
the institutions of the Maori people and build upon them, instead of 
permitting the colonists to destroy them Some of the jihrases w'hich 
occurred in the discussion anticipate the later terminology (which is 
to be sure, frequently rather vague) of ‘indirect rule’. Chichester 
Fortescue argued that ‘the chiefs in native districts should be made 
use of and attached to the Governor’. Sir William Denison, the 
Governor of New South Wales, pointed out the advantages of using 
the King movement to create a permanent Maori authority which 
would be an instrument of government and progress. Sir Frederick 
Rogers himself would have liked to establish an effective Maori 
authority under British tutelage. ‘This is’, he reflected, ‘no new 
mode of proceeding, but one which has succeeded under most varied 
circumstances — with Indian Rajahs, mediaeval feudatories, and 

^ Tho ‘dual policy’ — le ‘the complementaiy dovolopmont of native and n(>n- 
native coiTiinuintics’ — was proclaimed for Konya by tho Ormsby-Goio report of 11)25 
(Cmd. 2387) This ‘dual policy’ la very different from the ‘dual mandate’ Soo vol i 
of this Svrvei/y p. 229 

“ Contained in Memorandum submitted by Sir William Martin, the Chief Jubtice, 
entitled ‘Our Relations with Waikato’. Quoted Harrop, op cit., p. 137. 
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African chiefs/ Tiien why not employ the same proceeding in New 
Zealand ? It was too late. Great Britain had aiready divested herself 
of power. ‘The real difficulty’, Sir Frederick Rogers concluded, ‘is 
to carry on tins system of manipulation in the face of a body of 
British colonists enjoying responsible government.’^ 

There were some observers, no less friendly to the Maori, who 
argued that the difficulty of combining imperial trusteeship and 
colonial self-government was insujierable. It was impossible to recall 
self-government. Therefore it was necessary to extend it. The im- 
perial authority, by the reservation of native affairs, still retained 
formal responsibility for the fulfilment of the obligations which it 
had undertaken by treaty with the Maori chiefs. But it had sur- 
rendered the powder of honouring those obligations. It ought, there- 
fore, to transfer the obligations to those who already enjoyed the 
power It ought to cancel the reservation of native affairs. This 
argument was put forward by Archdeacon Hadfield. Was it anything 
more than an argument for ratifying the surrender of trust ? The 
colonists had never accepted the terms of the trust and had an 
interest in abusing it But the archdeacon believed that tlie educative 
effect of full responsibility (including financial and military responsi- 
bility) would cause them to take a different view of their interest 
‘The ministers and the legislature’, he pleaded, ‘would be obliged 
to approach these questions more seriously and with a deeper 
sense of responsibility.’ Similar pleas are not infrequently heard 
to-day.^ 

The British government was too w'cak to act upon cither of the 
proposed principles. To adopt a ‘ dual policy it would have to w ith- 
draw from the colonists constitutional powers which it had already 
granted ; and there was ‘no use raising these storms again’. To sur- 
render its formal responsibility for native affairs, it w'ould have to 
face the indignation of humanitarian and missionary opinion at 
home, and to confess itself guilty of ‘injustice and bad faith to the 
natives’.^ Besides, the colonists did not really w\ant it to surrender 
these powers. They were enjoying the best of both worlds. Although 
the Governor was nominally in charge of native administration, he 
had under the civil list no more than £7,000 a year to pay for it 
For additional money he had to come to the assembly and accept 
its conditions. He had also to come to the assembly for legislation. 

' Han op, o[) nt , pp HI, 86, ]J8, 1,39. 

“ Seo the aij^iiment of IVlr. Lionel Liutis in Lionel Curtis and Margot y Perham, 
T/ie Protectorates of South A fnca The Que'ition of their Transfer to the Union (Oxfoid, 
1935) 

Hairop, op cit , pp 128, 156. 
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It was its custom, when legislating, to entrust executive functions 
not to the Governor alone, but to the Governor<in-Coimcil- that is 
to say, to the ministers whom it could depose. (jJovernors comjdained 
with reasons that there had been ‘an unequal and unsatisfactory’ 
division of power; they lamented their ‘insufficient funds, circum- 
scribed powers, and inadequate assistance’. They were unable to 
provide the Maori with schools or hospitals or agricultural assistance. 
There was only one department of native administration which had 
any hfe in it. that one department w'as land purchase When the 
Governor acted in native ad airs as an imperial officer, he acted 
ineffectively. When he acted eftectucly, it was by associating him- 
self with the policy of the colonists 

Moreover, war and peace were matters lor the imperial aiithoritv. 
This w'as an arrangement which admirably suited the New Zealand 
colonists. In fact, it was their aggression against the Maori which 
produced the struggle of the (ughteen-sixties. But m form, this 
struggle was an imjierial war New Zealand politicians made tlie 
most of this situation. Standing on the letter of the constitution, 
they insisted that imperial troops and imperial treasure must bear 
the brunt of the ini])erial war So C^reat Britain had to pay the jhper 
while the colonists called the tune. And wdiat a tune it w^asf ‘There 
can be no jicace or truce with murderers and assassins’, shrieked the 
Taranaki Herald. ‘ Their lives and lands are the forfeit of such wicked 
and unprovoked aggression, and w'e devoutly hope that no mistaken 
leniency will allow of these natives escajniig at least the latter 
penalty. . . . J^and is the only projicrty a native has, and if he can 
play rebel without forfeiting his possessions, there is nothing to check 
or restrain him . . .'^ So British soldiers must shed their blood in 
order that the colonists might get for nothing that residue of the 
Maori inheritance which the Maori refused to sell. 

The situation was an intolerable one. It poisoned feeling between 
the Governor and his ministers, between the Governor (wdicn he 
identified himself wutli his ministers) and the commander-in-chief, 
between the soldiers and the settlers, between the colony and the 
mother country The Times called angrily and often for a complete 
cutting of the knot Let the New Zealanders be given full control 
of their own Native policy, and let them do their own fighting and 
paying. The British government tried to cut the knot. As early as 
1863 it tried to adopt the policy of Archdeacon Hadfield and The 
Times. ‘The Home Government’, it declared, ‘lias discharged its 
trust honestly and wisely.’ It was now time for the colonists to 

^ Harrop, op cit , p. 78 (quoting Taranaki Herald, 7th April 1860). 
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inherit the obhgation,^ But the colonists were too clever to be 
caught. They were ready to accept constitutional advancement, but 
not to pay for it. They were ready to enlarge their status in the 
a[)here of native affairs, not in the sphere of defence. They claimed, 
as loyal British subjects, the privilege of being defended by British 
troops, No British government dared to defy the loyalty cry in New 
Zealand and at home and leave them to fight their own battles. vSo 
the poison of bad feeling continued to work until Maori resistance 
was beaten down. ‘Our New Zealand colonists’, complained The 
Times in May 1860, ‘do not pretend for one moment that they are 
too few to compete with the savages around them. They are only 
too rich and too busy.’ In February of the same year Sir Frederick 
Rogers reviewed the successive stages of Great Britain’s discomfiture. 
The colonists, he reflected, had first of all got the ]:)Ower of the purse. 
They had then secured responsible government with reservations 
which proved to be fictional. Thus armed, they had made a satis- 
factory native policy impossible. They had driven the Governor to 
abandon all caution in land-j)ur(*hase. They had called the resulting 
explosion an imperial war. ‘ They wanted ’ — so this review concluded 
— ‘and always have wanted, and always will want, to control the 
natives at our expense.’^ 

But the Maori were now beaten. In 1870 the last British regiments 
were recalled from New Zealand ^ The Maori never again caused the 
colonists any trouble Their will to resist was broken. The white 
men now had all the jiower. How did they use it ? Hid full responsi- 
bility produce those fruits of justice and humanity which Archdeacon 
Hadfield had anticipated ? These questions cannot be answered here 
at length. But briefly it may be said that the colonists for thirty 
years or more abused the trust which had been handed over to them. 
The peace, as self-governing New Zealand administered it, was in 
Maori eyes a continuation of the war by other means ‘The peace 
of the Pakeha is more to be dreaded than his war.’ The New Zealand 

^ Han op, op, oit , p 161 

“ Ibid , p 35!^. Al! tho sanio colonial forces tlid jday an increasing pait as the 
wars oontinuoil And thoio woie some Now Zealand politicians — notably Fox and 
W’eld- who fnofesHod a ‘self-reliant polity ’ which tho community as a whole lofiised 
to adopt 

See geneially (' P Stacey, Canada and the British Armi/ JS46-1S71 (linporial 
Studies, vol xi, London, 1936) This hook traces tho colonial elainonr for increased 
piivilegos and eolomal lesistanee to increased obligations It traces tho movement 
for the withdrawal of the colonial gaiiisons, and shows its connexion with tho Cald- 
well refoims Tho author obseivcs that ‘the same years which saw tho enil of tlie 
colonial gainson system saw also the beginning of the doclino of anti-iinponaUsrn in 
Great Britain*. 
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Land Court, which was the vehicle of colonial justice in that sphere 
which meant most to the Maori, has been described by a scholarly 
New Zealand historian as "a means of facilitatmg the separation of 
the Maori from his land as equitably and painlessly as possible’. 
According to the same historian, the Maori community, during the 
thirty years which followed the surrender in 1862 of the Crown’s 
right of pre-emption, ‘lost the greater part of their ancestral heritage, 
including most of the best situated and fertile land They lost during 
the same period their old tribal organization and discipline ; and they 
lost heart. But not for ever. Nor did the white men remain for ever 
implacable The writer who has just been quoted deals witli the 
more recent policy of the Europt'an New /('alanders under the head- 
ing — ‘tardy justice’, and he ends his smvev with a short account 
of the ‘Maori Renaissance’ ^ The lecent < hapters in Maori history 
are more hopeful ones than would have been thought possible a 
generation ago. The inissionaiy champions of the Maori people had 
not after all suftered a conijilete defeat The settlers’ frontier had 
swept forward until the Maoii were left with only million acres 
of their ancestral lands ; but the missionaries’ frontier had played 
a part in transforming the settler-community into a liberal and 
humane State. Within that Htate the Maori willed for themselves 
a destiny. They had survived the agony of the nineteenth century , 
soon they began to face the twentieth century with hope. They 
increased in numbers They set themselves once again to their 
interrupted task of assimilating western teclinique and knowledge 
They produced leaders— scholars, politicians, and even ministers of 
the Crown. They Rtted themselves into the European framework 
and received an infusion of European blood , but they carried into 
their modern w^ay of life an inspiration from their legendary past 
The European community itself began to feel a tender sentiment for 
that past. Having appropriated the Maori inheritance, it claimed 
a sliare in the Maori tradition ^ This spiritual acquisitiveness of tlie 
tAventieth century was a sign of grace. It symbolized regret for the 
brutalities of material acquisitiveness in the nineteenth century. 
Regret inspired acts of material reparation. Reparation was dribbled 
out at first in small instalments ; but the pleasure of making generous 
gestures, and surprised deliglit at the Maori response to them, pro- 

^ The quotations ai a from Condliffo, op cit Sco also Keesmg, op cit , and I L O. 
Sutherland, T/ie Maon Situation (VV^'eHington, 1935) 

® In 1926 the Maori iiopulation was estimated at 64,000 in 1936 at 82,000 

^ ‘The Maori has a tradition of which he is justly proud — and tho Pukeha as a New 
Zealander feels that he too shares in that tradition ’ Speech of Mr. Savage, Labour 
Prune Minister, at Maori Labour Conference, 6th June 1937. 
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duced in tlic end a real generosity. The New Zealanders discovered 
with pride that they were solving a problem which was baffling other 
nations. ‘^Jdiough there are two races in New Zealand/ declared 
the Piiiiic iAImister in 19:i7, ‘we are but one jicople.’^ 

It IS only too easy for repentance to dwindle into complaccnc}^ 
But the repentance of the Pakeha is still bringing forth its fruits “ 
I’he story of Pakeha and IMaori gives fair hope of a happy ending. 
8uch endings are exceptional. European civilization in Australia, 
long before it entertained any thoughts of ‘tardy justice', had 
brought about the entire extmction of a Imman species, the abori- 
ginals of Tasmania. On the mainland of Australia the show of 
‘tardy justice' to-day still seems to many Australians to be a pitiful 
mockery.^ As for the Canadians, it would perliajis be unbecoming 
for an Australian writer to disturb their complacency. A Canadian 
professor once explained. ‘We did not drive out tlie Indians. Tlie 
Indians went away when we came.' 

Native peoples often did ‘go away' before the white man came, 
because the wlntc man’s diseases moved in front of him. Epidemic 
has been perliaps the most persistent and thrusting frontier of Euro- 
pean expansion But that frontier is now stabilized. Eurojie has 
created, at last and at least, one form of world unity which cannot 
be challenged, the unity of bodily lUness and immunity.^ 

It has been the historic task of the missionaries to defend primitive 
jieoples against the destructive effects of the European impact. 
Sometimes that task has been a hopeless one ^ Sometimes the mis- 
sionaries have misconceived it, mishandled it, or shirked it. David 
Livingstone, when he first went to Africa, discovered with angiy 
surprise that the missionary establishments there were riddled with 
timidity, compromise, and petty routine But — Davul Livingstone 
went to Africa He went to the missionaries' frontier. VViiat would 

^ Spoof h of Mr Savage, Juno, 1937. 

" Among liuits of Labour policy alter 193b were — aociot ballot for Maoii votoi-,, 
equality with tCuropoana in employment policy and unornjiloyinent relief, increased 
expondituie on education and bfliool buildings, free milk, &e , increased expenditure 
on health and penaions The basic land question can bo studied m C’ondlifTe, op cit , 
and Sutherland, op cit 

^ e g The TuneSy 2ath November 1937, reporting an address by Professor Wood 
Jones to the Victorian Anthropologu al Society ‘If Australia’s hvo Jioyal Societies, six 
Ihiiversities, and three Aiithropologif al So( adics could not move public and (lovein- 
ments, Aiistialia m 30 years’ time would bo indelibly branded with the brand of 
Cam The aboiiginah’ loservations in Cential Australia v\cio a bitter joke . ’ 

■* See The Lumts of Tjond Setilernenty cd Bowman 

® A missionary tiiod to save the remnant of the Tasmanians He persuaded them 
to leave their hiding in the bush and took them to an island in Bass Strait. But 
they died there 
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have been the record of European expansion if the missionaries had 
not shared it? What was the Bay of Islands like before Samuel 
Marsden founded the first New Zealand mission ? The missionaries 
were for the most part profoundly ignorant of 'the heathen’ whom 
they were trying to convert. They did not know any anthropology. 
What a pity that there were no anthropologists to teach them 1 Some 
of them taught themselves They became pioneer field-workers m 
anthropology. Yet modern antliropologists sometimes speak as if 
the missionaries were the cliief enemies of primitive ['copies.^ 
■Modern economists sliow more respect for the missioiiatv lecord. 
The missionaries believed m the broiheihood of man It was a belief 
which had economic implications of deep importance The mission- 
aries fought against the policies uhuh vvonld make tlie black man 
a human instrument, a mere means to the ends of his vhitt masters. 
Those policies have proved tiiemseiv< >5 repeatedly to be economically 
wasteful. 

The missionary struggle had \arymg success according to circum- 
stances. Circumstances frequently meant climate In West Africa, 
where white men were unable to settle, the missionary ideal achieved 
some spectacular success ^ Jn South Africa it suffered spectacular 
reverses. In East Africa theie was a balancing of forces, an ebb and 
flow of struggle Later chapters will examine the triangle of African 
policy during the years which followed the Great War. This section 
has told a New Zealand story in order to illustrate the missionary 
ideal in action. Of necessity, the story has been handled imjiression- 
istically, and can do no more than emphasize a few aspects of the 
Jong and conifilicated record of missionary work The reader should 
above aU remember that 'the missionaiies’ frontier’ is to some 
extent symbolical* it represents an asj)ect of e\]ianding European 
society which is not always visible in the activities of the missionaries 
themselves, and is sometimes recognizalilc in other activities than 
missionary oncs.^ It may sometimes happen that the soldier is doing 
more notable service on the missionaries’ frontier than the clergy- 
man. It was a soldier, the present Lord Lugard, who both by his 
practice and his theory pushed the idea of trusteeship into the 

^ Sco, for oxftinplo, AVood Jones, loc. cit 

^ Mary Kingsley >?re\v (o admire nuieasinglv the suyiorl) qualities of individual 
missionaiios like Maiv Slos?>or and Mr Kemp, at the same time her hvmpatliiey re- 
mained with the ‘yialm oil lulhans’ whom many missionaries too frequently regarded 
as enemies to Aft lean welfare Jn the vast woik of eollaboration between lOurope and 
Africa she behoved that tiado was playing the most positive anil healthy pait 

^ Dr A Do Ivat Angelino calls it tho ‘ pan-humanist le ’ aspect, and tiaces its 
derivation from Chiistiamty and modern liberalism Sco his Colonial Policy (The 
Hague, 1931), vol. i. 
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forefront of Bntisli colonial policy. The idea may claim direct descent 
from tlic evangelical revival of the eighteenth century, through the 
slave emancipation movement and the still surviving Aborigines’ 
Protection Society ; but its ancestry and its following are in truth 
more widely diffused — perhaps because Wilberforce and his friends 
won so many converts. 

The converts of Wilberforce and the disciples of Adam Smith 
discovered that they were natural allies. Both missionaries and free- 
traders belonged, or professed to belong, to a society wider than any 
state or emiiire. Their ideas about this ‘great society’ were m many 
respects contrasted ones ; but in working out the implications of their 
ideas they found themselves re])eatedly upon each other's ground. 
The religious motives of the missionaries embodied themselves in 
policies of land and labour which had outstanding economic signi- 
ficance. The economic propositions of the frce-trcadcrs transformed 
themselves into a gospel of peace. In 1838 Cobden determined to 
infuse a religious spirit into his propaganda and to model it on the 
anti-slavery agitation; by 1842 he had convinced himself that free 
trade was the only road to ‘universal and permanent peace’ 
Trusteeship for native peoples and trusteeship ‘for the commerce of 
the world ’ were certainly distinct things ; the two trusts might 
conceivably conflict with each other. But the latter did normally 
support the former. To maintain an open door for the trade of all 
nations was a means of protecting colonial peoples from proprietary 
exploitation by a single imperial nation The s])int of national 
economic exclusiveness was one of the greatest dangers with wduch 
the cliampions of primitive peojilcs had to reckon. 

During the generation before the (Ireat War, that spirit was 
growing. Even while the mandate idea, thanks to the momentum 
which it had gathered in an earlier period, was still extending its 
range and entrenching itself in new international conventions, the 
forces of national and imperial exclusiveness were advancing to the 
attack. 


IV 

The National System and the New Imperial Plan 

The free -trade doctrines which emanated from Great Britain were 
promptly challenged in America.^ They were challenged fifty years 
later on the continent of Europe. They encountered there a resist- 

^ Soo the Kepoit of Alexander Hamilton in 1791 advocating an American pro- 
tectionist policy Hamilton, WorJiS, iv 69 IT. 
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ance Avhich was deej^ly rooted m theory, emotion, and will On the 
point of theory, continental antagonists fastened upon their oj^ti- 
mistic assumption of a beneficent self-regulation within economic 
society. Adam Smith’s ox^txmistic but not unqualified^ belief in the 
‘mvLsible hand’ had been exaggerated beyond measure by some of 
his followers, until it grew into a perfectionist pretence that the 8tate 
could be altogether ignored A rough exposure of this illusion came 
from German}^, (icrman thinkers and figJiters of very difterent types 
agreed in emphasizing ecjononue disliarmonies and clashes of interest. 
German communism branded the State as tlie instrument of an 
exploiting class, (jlorman national i.>m magnified the Htate as the 
instrument of economic emancif nation foi the German folk Beth the 
communists and the nationalists in ted pretty low the religious 
fervour of Cobden and Ins frienas, con\ert all other nations to 
the gospel of Free Trade wiot(‘ ‘and thus to create a world 

in which England was the great mannfacluiing centre, with all other 
countries for its dependent ngrieultural districts — tbaL was the next 
task before the English manufactuicrs and their moiith-pieccs, the 
political economists,’^ Ericdnch List, at very great lengtli and in 
his accustomed manner of ‘contradicting energetically’, said exactly 
the same thing. There was just this differ ence between last and the 
communists — that whereas they saw m the English manufacturers 
and their ‘mouth -pieces’ the exploiting power of capitalism, he saw 
in tliem the power of the English nation, which was barring the 
economic advance of the German nation 

It Avas natural tliat continental observers should see clearly and 
critically facts wliicii Englishmen took lor granted as jiart of the 
])ermanent and projx^r ordering of the world. In the first half of the 
nineteenth century it was easier lor Englishmen than for foreigners 
to offer a quasi-rehgious allegiance to the Great Commercini Re- 
public, because that society was equivalent in practice to the informal 
economic empire of Great Britain. Great Britain was its worksliop , 
she was predominant m its navigation and commerce ; her capital 
and )ier emigrant-settlers were developing its outlying territories, 
her money was its standard of value , her navy was the guardian of 
its peace Was it likely that a German patriot would accept all this, 
togetlier with a scheme of thought which seemed designed to per- 

^ See note 2 on p 29, above 

^ Preface to Marx, A Discourse on Free Trade (Boston, 1889), p. 6. Cf the cau'^tic 
criticism by Marx himself at pp 12-13 The commimistic polemic against English 
economics did not spare Adam Siiutli himself, wlioin Engels (infinitely preferring 
the plain blunt mei cant i lists) contemptuously named ‘Dor okonomischo Luther’ 
(MarX‘Engels Uesamtausgabey Abt. I, p 383, also Abt. IV, ch 3, sec. 2). 
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petuate it ? To List, the Great Commercial Republic was merely an 
aspiration — a noble aspiration no doubt, but not a fact, the fact was 
England’s predominance ^ As a German, he desired that his nation 
should break free of it. It was this affirmation of national allegiance 
and will which determined his whole argument. Pie was ready to be 
a citizen of the world when there was a real economic equality 
between its constituent peoples, till then, let every people attend 
first of all to its own economic interests. "In order to allow freedom 
of trade to operate naturally’, he argued, ‘the less advanced nations 
must first be raised by artificial measures to that stage of cultivation 
to whicli the English nation lias been artificially elevated He 
believed that England owed her industrial greatness botli to her 
former policy of economic protection and her latter policy of eco- 
nomic hberahsm , for m lus view there were no princi{)les of economic 
policy ]iossessing universal validity in logic — to say nothing of that 
morality wliich Englishmen added to their logic. There Avere only 
difterent stages of development, to winch difterent policies were m 
turn appropriate England was now riglit in adopting free trade, 
and Germany w\as now right m aiming at a moderately-]irotectionist 
ZoUvcrein. Germany should be prepared to do wliat England had 
once done — to sacrifice present cheapness to future productive 
power, for the tree w^as more important than the fruit A tree w'cll 
rooted m national soil \vould m due season yield fruit more certainly, 
perhaps even more abundantly. List did not dispute tliat increasing 
ojnilcnce w^as dependent upon the progressive division of labour , 
but he desired that ])rogress to take place, so far as ])Ossible, upon 
national soil and under governmental guardianship. ‘The reciprocal 
exchange between manuffictiiring power and agricultural ])ow'er’, he 
argued, ‘is so much the greater, the closer the agriculturalist and the 
manufacturer arc placed to one another, and the less they are liable 
to be interru])tcd m the exchange of their various products by 
accidents of all kinds. He did not push his argument to extremes. 
If the jircscnt-day worshippers of autarky should desire to com- 
memorate a nineteenth -century prophet of their creed, they \vould 

^ Soo h'l lodjich List, The National Sifsfem of PoUtical K(ononn/ (English t lanslution, 
Longmans, 11)04), pp 100 ff ‘ the assuiiijit ion that all nations of the eaith foim 
bi:( one society living m a peijx'tual state of peace ’ ‘Tlie pojjulai school has assumed 
as being in eMstenci' a state of tilings which has yet to come into existence ’ And 
p 260 ‘What th€‘y (the continental nations) all have to fear at this tune is solely 
the preponderating competition of Krigland ’ ft is signifieant that List’s book was 
translated into Kiigli'^h in 1S85 by Sarnp'-on Lloyd, a personality in the ‘Fair Trade’ 
mo\€*iriont which is discussed below 

^ Op cit , p 107 
List, op. cit , p 127 
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do well to choose, not the economist List, but the philosopher Fichte.^ 
List was after all a pre-1848 Cierman liberal, he believed deeply in 
civic and political liberty, and he was not willing to protect any indus- 
try which could not establish itself behind a 40-60 per cent, tariff and 
maintain itself thereafter behind a tariff of half tliat height.^ Yet it 
is not enough to say of him that he widened the gap winch Adam Smith 
had left for the intrusion of defence and other non-economic con- 
siderations into economic policy He definitely shifted the balance 
of emphasis. He made Adam Snntli’s reservations Ins own jirimary 
assumptions. He claimed for hiinsi 0 the distinction of substituting 
2 )olitical economy for cosmopolJicril economy. H^e rejected the ideal 
of the free functioning of individuals m an unsundered world society. 
‘Betw^een the individual and entne s()cict\ ' he declared, ‘stands the 
NATION ... a society winch recognizes Hie law of right foi and vithm 
itself, and . is oppo.sed to othei societies of a similar kind . and 
can only, under existing comlitions maintain self-CMstence and in- 
dependence by its ov\7i fK)W(*r and resouices In tins pronouncement 
List affirmed not only the reality of national cultures, but the legal 
and moral irresjionsibility of national States ile was not merely a 
realist, he made rcaJpoliiik the only standard. He aimed at Adam 
Smith and hit Grotius. If economic science decided to follow this 
example, it would have to suiTcnder its newly warn autonomy and 
become once again a branch of raison d'etat Not Adam Smith, but 
Hobbes would be the revered master of economic thinkers List’s 
vendetta against Adam Smith advertised the immense reinforcement 
w4iich national self-consciousness was about to bring to the economic 
aimament of the sovereign State 

Cobden prophesied m 184G that all civilized nations would veiy 
soon follow Great Britain’s example m rmuoving the shackles upon 
trade. The trend of continental j)oli(‘y quickly refuted this prophesy. 
At the same time. Great Britain began manifestly to lose the advan- 
tages of tlie flying start in manufacture and trade and finance w^hich 
she had enjoyed m the early decades of the nineteenth century. Not 
infrequently the late-comers to industrialization were able to profit 
from British mistakes and improve upon British experiment. But 
it was natural that many people in Great Britain should accept conti- 
nental protectionist policy as the chief direct cause of increasing 
continental competition They saw the Great Commercial Republic, 
whose metropolis they had aspired to be, disintegrating into a many- 

^ Tn Do fjeschlosscnc Ilandelsstaat, Fichto pioaolied an extreme doctrine of national 
economic belf-'suninency “ List, op. cit , p 231. 

^ Ibid , p XI (fioin the original Goiman preface). 
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centred aggregate wliose units were apt to be more conscious of their 
rivalry than of their interdependence. In the face of this disillusion- 
ment, what should British policy be ? 

Tlirce answers were given to this question. They expressed them- 
selves m three successive phases of policy or political agitation. Rigid 
isolationist free-traders gave the first answer. Realistic negotiating 
free-traders gave the second answer. Protectionists gave the third 
answer. 

The orthodoxy of many free- trade zealots stiffened. They argued 
that Great Britain should go her own virtuous and profitable way, 
without troubling herself about the follies in winch foreigners chose 
to indulge. Some of them even congratulated their country on its 
luck in having fools for neighbours. Free trade, which m the forties 
had been proclaimed the royal road to the brotherhood of mankind, 
was defended in the eighties (by some at least of its devotees) as 
England's best weapon in the unbrothcrly economic warfare m which 
her lot was cast 

‘Under universal Free Tiadc,’ wrote a Cobdon Club pamphleteer, ‘we 
should lose the one enormous advantage which we now possess , that 
none of our products are loaded with duties on the raw' inateml thereof, 
as those of our competitors are ... If universal Free Trade* prevailed, 
it IS certain that articles would be manufactured where production 
could be most cheaply earned on If so, w^e have to ask ourselves, is 
Great Britain the cheapest place for the production of iron, and steel, 
or of ships, or of cotton goods, or of woollen goods, or of machinery 

Shades of Cobden* But Cobden, even in las lifetime, had got into 
serious trouble with the Cobdenites. He had been concerned in a 
transaction w'hich the rigid free-traders considered to be ‘degrading 
and injudicious, whether it is considered in a political or an economic 
point of view' ^ This transaction was the Anglo-French commercial 
treaty of 1860, sometimes called in England ‘the Cobden treaty’. 

This treaty introduced into Great Britain’s nineteenth-century 
commercial policy the phase of most favoured-nation agreements, 
a phase which is not yet entirely closed. It was the response of the 
realist free-traders to tlie cliallenge of protectionist disintegration 
wuthin tlie Great Commercial Republic It was a response inconsis- 
tent with the strictest doctrinal orthodoxy, for it substituted for the 
autonomous ajiplioation of free-trade principle a bargain by ^vhich 
Great Britain recognized, even while she mitigated, the protectionist 

^ G W, Mcclloy, Fuir Trade U^irttanked (Cobflen Club, 1887), quoted in C .1. Fuchs, 
The Trade Policy of (treat Britain and her Colonies since 1860 (translation, Mac miliun, 
1905), p 186. 

^ See note xiv to p 546 of McCulloch’s edition of Adam Smith 



Sect. IV PERSPECTIVE VIEW 77 

principles of foreigners. What the Cobden treaty actually did \va.s 
to promise to France concessions in the British tariff, in return for 
concessions to (jlreat Britain in the French tariff, together with the 
reciprocal grant of most-favoured-nation treatment. Historians 
have always agreed that the treaty served well the interests of Great 
Britain , recent investigation has combated the idea that it was hurt- 
ful to the interests of France ^ It is difficult to have any jiatience with 
the petty reproaches of the free-trade purists. One consequence of 
the treaty was that (h'cat Britain became a purely revenue-tariff 
country Nor were the Bntish t.iuff reductions an exclusive and 
particular favour to France; they y.erc brougJit into effect by an act 
of the legislature which granted them impartially to all nations. 
Impartiality under all ciicuiustanccs both on the part- of Great 
Britain and foreign countries, reduction ni foreign tariffs wheiever 
possible — this was the aim of the most-f.iv^oured-nation policy. To 
realize that aim, Great Biitain was forced to weave a widely extend- 
ing network of commercial <igreements In vinae of the most- 
favoured-nation clause in the treaty of LSfiO, she received automatic- 
ally the special concessions which France granted subsequently to 
other nations. But what of the concessions which those nations 
granted to France ? In order to secure them, Great Britain negotiated 
during the eighteen-sixties most-favoured-nation treaties witli most 
European countries (Spain and Portugal remained for a time outside 
the system) and with a large number of countries overseas. These 
agreements could not stay the upward movement of foreign tariffs 
But they c'ould and did construct a barrier against the practice of 
tariff discrimination. 

Great Britain brought lier own dejiendencies inside this impartial 
system By her treaty with Belgium iii 1 S62 she bound herself not 
to revert to the policy of imperial piefcrence which m 1860 she had 
finally abandoned by lier own legislative act. By her treaty with 
Prussia and the German Zollverein in 1865 she went further. She 
not merely renounced her own right to institute a preferential system, 
but made it impossible for colonial legislatures to favour British 
exporters by a policy of differential tarift's. By operation ol the most- 
favoured-nation clause, all countries which had trade treaties with 
Great Britain received in the colonics the same equality of treatment 
which had been granted to Belgium and the Zollverein} 

Did the most-favoured-nation ])ohcy adequately defend British 

* Dr Dvmham, in his study of the effects of the treaty, concludes that it had tho 
eftect of promoting modernization and efficiency m French industry. 

■'* Hertslot, Commercial Trcaiies^ vol xl, p 66 (article xv), and vol xii, p 761 
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interests m face of the growing economic nationalism of foreign 
countries ? After the Eranco-Prussian war, France reacted strongly 
against tlic liberal commercial tendencies of the fallen and dis- 
credited Empire. A drive towards liigh ])rotection took place all 
over Europe ; it spread overseas to America, and even to the self- 
governing colonies of the Empire. It was therefore understandable 
that the business community m Croat Britain should grow restive. 
There was grumbling against ‘one-sided free trade’. There was talk 
of ‘fair trade’. There were attacks on the most-favoured-nation 
agreements. 

The arguments which for iialf a century or more have been brought 
against the most-favoured-iiation clause contain considerable force. 
British commercial negotiators discovered during the eighteen-sixties 
that their bargaining power would have been stronger if their country 
had not by its own autonomous action made universal the conces- 
sions which it had granted to France. The government nevertheless 
believed that the maximum degree of reciprocal impartiality, rather 
than exclusive bargaining, was the most profitable object of policy. 
But did the most -favoured-nation clause ensure a genuine imparti- 
ality of treatment for British exports ? It was true that ( Jreat Britain 
automatically received the tariff concessions which third parties 
granted to each other m treaty , but these concessions were carefully 
adapted to the special needs of the treaty-making countries Was it 
anything more than an accident if they suited British needs also ? 
Moreover, behind the screen of formal equahty there was m fact 
deliberate differentiation to the detriment of British trade Foreign 
nations were evading the inost-favourcd-nation clause by the devices 
of ‘ administrative protection ’ — by preferential railw^ay rates, veterin- 
ary regulations, the rationing of imports, the manqiulation of con- 
tracts, iiacking regulations, and partial decisions of the customs 
officials Closely allied to devices of this nature, both in intention and 
effect, was the growing habit of specialized definitK)n in tariffs and 
tariff treaties. It was possible to define concessions so narrowly that, 
even wdien they were generalized by operation of the most-favoured- 
nation clause, the country to whom they were originally granted was 
the only one m a position to take advantage of them. Text-books 
began to quote a notorious item of the German Tariff Act of 1903, 

(art icla vii) On the in f n clnnse in general in this period, see, in addit ion to Her! hlet , 
tlio Ketuins of in f n cknibes m operation C 7229 of 1893, Cd 1807 ot 190.3, Cd 3395 
of 1907 Fueh'', op cit , gu'es a loadable account ot the in f n policy 18h0-90 from 
a moderate protectionist angle The he^t general introduction is in T E (Jregory, 
Tanjffi A in Method (London, 1921), ch xi. On p 449 there is a shoit and 

judicious biographical note 
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which, with the intention of granting exclusive favour to Switzerland 
without formal breach of most-favoured-nation obligations, specified 
a low rate of duty on the import of ‘large dappled mountiun cattle 
or brown cattle reared at a spot at least .‘100 metres above sea level 
and which have at least one month’s grazing a year at a spot at least 
800 metres above sea level ’ 

In one way or another, hard-bargainnig protectionist nations were 
in truth granting to each other particular favours, and thereby defy- 
ing the spirit, if not the letter, of their most-favoured nation obliga- 
tions Did this mean that Croat Ihitani was ceasing to have an 
interest in maintaining the network of obligations winch she had 
])layed so large a part in creating The majority of her ^tate^rncn 
ofticials, and economists did not think so They argued ihat exactly 
the same kind of discnniination would take place on a much larger 
scale if the lestiaining effect of tla^ mo^t-favonied-nation clause were 
removed. Moreover, they believed that the volume of trade wduch 
was affected by evasions of the clause w as small in comparison w ith the 
volume wiucli remained unaffected ^ This was a matter for statis- 
tical investigation Rut a cold reckoning of facts is not stuff for the 
constituencies. 

When bad times descended upon the indiistiial cities of Creat 
Britain, the statistics of trade were simplified so that tliey might 
serve rhetoric. A method of simplitication which occurred wath 
growang frequency was the compilation of tables wduch showed the 
ra[)id I ate of trade increase among foreign nations anrl the much 
slow er rate of increase in British trade - Figures of comparative })er- 
centage increase are always misleading unless they arc accompanied 
by figures shovNang the quantity and value of the things increased 
But, although experts might expose the fallacious use of these 
])crcentage tables, a growing section of the public w'as c'oiivmced that 
foreign nations were driving Great Britain out of world tiade, and 
that the government ought to do something drastic to stop them 
From about 1875 onwards small protectionist minorities began to 
gain some influence in the chief industrial centres. These minorities 
grew rapidly m times of depression and contracted wdien conditions 
grew easy again , but amidst the fluctuations there was throughout 
the last quarter of the ninetcentli century a persistent upw'ard move- 
ment in their numbers and their eonlidence. For a long time they 
fought shy of the compromising wwd ‘protection’. In 1868 a little 

^ Soo, for example, the ciitical dihoushioji iti Oiogoiy, op oil , pp 472 -S2 

“ An able but topically tendentious selection of figuics is the Butibh 7'iade)s^ 
Vademecum^ ed. Edgecombe (London, 1892) 
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protectionist group in Manchester called itself the ‘ Revivers’ Associa- 
tion About ten years later the phrase ‘fair trade ’ came into favour. 
Tlie National Fair Trade League was formed in 1881, and had its ups 
and downs following the advances and recessions of business. It 
reached its peak of propagandist effectiveness in 1880 and 1887 ]n 
the first of these years tlic minority report of the commission on 
dcjwession of trade adopted its recommendations , in the following 
year the congress of conservative associations adopted them ^ But 
there was as yet no outstanding leader sulliciently courageous or 
convinced to stake his political career on the protectionist movement 
In Birmingham, Mr. Joseph Chamberlain was still keeping himself 
very severely aloof from the protectionist chamber of commerce “ So 
the cause languished for lack of a leader. Pcrliaps it was as 3 .ct 
hardly a ra?/,sc , it needed a moral or emotional appeal to give it drive. 
It needed a man ; it needed a banner. Early in the twentieth century 
Mr. Chamberlain stepped forward as the man. But the banner ? 
Free trade had raised the banner of universal peace. Could protection 
compete with that ? Mr, Chamberlain believed that it could. He 
hoisted the flag of the Empire 

The propagandists of protection had already during the seventies 
and eighties discovered the British Empire. They put it into their 
columns of percentage figures Its performance in these columns was 
an extremely gratifying one The rate of increase of British exports 
to the colonies contrasted most favourably with the rate of their 
increase outside the British Empire. Unfortunately, as we have 
already seen, tables of comj)arative percentage increase do not tell 
the whole truth about the progress of ti'ade. Other tables might have 
been printed to prove that the relative importance to Great Britain 
of her chief trading partners was pretty much the same in 1890 as it 
had been in 1860 ® Other tables still might have been printed to show 

^ Tho resolution was proposed by Howaid Vincent of the Fair Trade League it 
demanded barriers not merely agamst foreign goods, but against foreign immigrants 
Many of tho speakeia who supported the resolution called themselves liee traders’ 
See The Tintedy 24th November 1887 

^ Tho mmuto book of the Biirnmgham Chamber of Corrirnerco, 18th May 1887, 
records Josej)h (diainberlain’a refusal to accept election as president on the ground 
that the Chamber had recently adopted a resolution m iavour of ‘fair trade’ To 
this he expressed himself ‘opposed in any shape or form’. (I owe this information 
to rriy pupil Mr i3 H Smith ) 

’ Fuchs, op cit., p 138, prints such a table, comparing tho period 1861-5 with 
the period 1886-90 ‘Australaam’ had in the interval moved up fiom sixth to fifth 
place , but India had moved down from first to second Tho British West Indies 
also had fallen fi om nmth to twelfth Tho most striking fact in the table is tho 
outstandmg mercaso of trade with the United States. Unfortunately Dr Fuchs did 
not take the trouble to distinguish exports and unports 
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that throughout the whole period 1860-90 the projiortion of Empire 
trade to non- Empire trade remained fairly constant at about one 
quarter, and that it was if anything rather less at the end of the 
period than it had been at the beginning^ The protectionist pam- 
phleteers Ignored statistics winch were so embarrassing For they 
wanted to show that Great Jhatain held better cards tlian her foreign 
competitors, it only sfie wouhl make up her mmd to beat them at 
their own game She had her Empiie Here she uould hnd the suffi- 
cient, the decisive reinforcement to a ])olu‘y of national eronomic 
defence She must demonstrate h( i will to surviv(\ not merely by 
‘a sfieedy reform of the policy of the [Tinted KLngdoni’, hut b^ the 
creation of an inqierial Zollronrt - 

Tlic last qimiter of the nineteenth < cni ui v was a [leiiod of re\ iving 
impel lal fervour. Put amidst the liawom theie was much contusion 
of idea and pin pose. Sumo men piaised tlie Enqmc because of its 
j)Ower, others because of its pistice otlieis becau^<^ of its liberty, 
others because a noble race was dominant m it ttisrach tried to 
impress ujion his countrymen the Em])ne’s fiowei and glamour, lie 

^ Futh". (op < It , Tahlo Tl, Aji})(‘nUi\ j) 400) cnlc (apain willaait s-eparatiiip 

j nijioi t s nnrl oxpoi ts) t h<.‘ cpiuKpK tuna I a \ ( i apt' j n i< t iilapo-. of ( Jo'Jit Ht itaiii\ Kii jn i <* 
and lonapn trade i(*spe<_tiM‘U , fiotii ISOl io ISOO W itli tlie bolp ot Mt P Dniill 
[ Jitive cttritiiiuf d tlie < .ilf ulaf lori t<i ]0‘n 

77u' Total Tiadc lUpoif, anti Ifi xj)(nt) oj (htttf Bnitnn u }th hixipnt 

axnl t'oieign Conntrifs (Jninginnn nil Annitits 

'Total Total Bnitsh 

tonnlnts hmput rnayituts 


1861-5 

7 1 7 per < <‘iit 

2S 3 pc 

1866-70 

77 0 

23 0 

1871-5 

77 3 

22 7 

1876-80 

75 t 

24 6 

1881 5 

73 7 

26 3 

1 886 -90 

71 2 

25 S 

1891 -5 

74 S , 

25 2 

1896-1900 

75 5 

21 5 

1901 5 

74 4 

25 6 

1906-10 

74 0 

26 0 

1911-15 

60 6 

39 4 

1916 20 

68 3 

31 7 

1921-,5 

66 5 

33 5 

1926 -:io 

65 2 

34 8 

1931- 5 

62 1 

37 9 


The trends of trade since the War are <liseussed in Chapter JIl lielow It slionld be 
observed that the larger empire trade of 1861-5. as compared \Mth othei qmnquennial 
periods before 1890, was duo in largo measure to abnormal imports of cotton from 
India during the American Civil War 

^ Resolution of congress of conservative associations 1887, see The Times, 24th 
November 1887 
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taught them to glorify the Englishmen's just sway over millions of 
grateful Orientals. But perhaps they were more deeply impressed by 
the free self-governing communities overseas, whose spontaneous 
demonstrations of aftection and solidarity were refuting the cock- 
sure prophecies of the doctrinaires who maintained that adult 
colonies would fall like ripe fruit from the imiierial tree. Unfortun- 
ately, Englishmen knew very little about the economic and social 
structure of these self-governing communities, nor of the impulses 
wdiich were moulding their jiohcy So before very long they found 
themselves at cross purposes with the colonics. They were not very 
clear about their own purposes. What did the new imperial patriot- 
ism signify — love of country, or love of more country ? In the last 
two decades of the nineteenth century, Great Britain added to her 
imperial teiritory an area roughly equal to the continent of Australia 
What was her title to so great an increase of jiossession ? Joseph 
Chamberlain justified the annexations by that very free trade argu- 
ment Avhich he was already repudiating. 

* Attention Avas called the other day^ he said, to the fact that 
during the last few yeans a\c have added 2,600,000 square miles to the 
[Queen’s] territories. . 

‘I should be prepared to admit that if only other nations A\ould stand 
aside it might have been wiser that we should proceed more gradually 

]f Ave liad remained passive', Avhat Avould have happened 
. . , The greater part of Africa Avould have been oceupied by our com- 
mercial rivals, Avho AAOiild have proceeded to close this great commercial 
market to the British Empire. . . 

‘We, in our colonial policy, as fast as aao acquire new territory and 
develop it, develop it as trustees of civih/ation for the commerce of the 
world We offer in all these markets over which our flag flies the same 
field to foreigners that we offer to our subjects, and on the same terms. 
In that policy we stand alone. 

Thus Chamberlain grounded Great Britain’s title to her great 
possessions on lier loyalty to the principle of the open door It would 
of course be naive to imagine that statesmen are invariably very 
serious in their apjical to principle. Seven months before his eloquent 
vindication of an open door Empire, Chamberlain had declared him- 
self ready to close the door — provided a sufficient material induce- 
ment should be offered. 

The self-governing colonies which met in conference at Ottawa in 

^ Foreign and Colonial Speeche^i of Joseph (^hamberJatny p. 141 (to Birmingham 
Chambei of Commerco, 15th November lKy6) (lermariy similarly explained that 
she was forcG<l to annex colonies because other empires were closing thoir doois 
See M. Townshend, Origin^ of Modern German Colonization (Macmillan, 1930), p 36. 



Sect. IV PERSPECTIVE VIEW 83 

1894 had offered the inducement of imperial jireference. Chamberlain 
declared the offer inadequate 'when considered from the point of 
view of British interests’. It was not that he was unwilhng to con- 
sider some 'derogation from the higli principles of free trade But 
a derogation from high jirinciple was not worth while unless it paid 
handsomely. Chamberlain’s argument amounted to this, that Great 
Britain must be able to count on adequate colonial compensation for 
her surrender of foreign markets Imperial ]irefercnce w<is inadequate 
compensation, for it was consKtent with the maintenance aufi even 
the multiplication of colonial obsbicles to British trade ‘A true 
Zollverein for the Empire’ was a tiilferent profiosition, for it would 
obliterate the separate ]>rotectionist systems of tlie colonies and put 
in their place a single mi perm I ])totoctionist system Mr Chamber- 
lain's imagination kindled. He talked no more about a derogation 
from high principle Even freo-trad< is. lie declared ought to approve 
of the imperial Zollverein^ The British Empire woidd take shape as 
a more rational world, ready to apply within itself the principles of 
division of labour and free excliange which the larger unmanageable 
world of foreign nations liad rejected. The Empire was big enough 
to set up business on its own account as a Great (Mmmercial Republic. 
It would build a common tariff wall against foreigners and pull dow n 
its internal tariff walls , it would make itself an ‘economic unit’ with 
its factories m Great Britain and its farms overseas. 

These hopes w^erc bound to come to grief Tliey conflicted both 
with the constitutional and tlie psycliological trends ot evolution m 
the self-governing jiortions of the Empire Those w^ho cherished 
them did not really know^ the Empire They realized in a general way 
that it was colonial liberty winch had evoked the spirit of imperial 
unity, but they did not know wdiat tJiis liberty signified to those 
who possessed it. Not least among the things whicli it signified 
was ‘tariff personality’.- This w^as already highly develojied, though 
not as yet quite full grown Between 1846 and 1859 the colonial 

^ Chamberlain, op cif,p 161 (to Cana<la Chib, ^fnreh 1 8 f)()) TJio ciuoial words 

were ‘A true Zolhvrein for th(‘ lOinpiio, althouf^h it \^ould iiuoho the imposition of 
duties against foreign couritiies and \\onl<l bo to this extent a deiogalion from the 
high pimeiplcs of lire tiado and tlie piactuo of the United Kingdom up to the present, 
would be a proper subjeet foi d»seuhsion ’ 

^ Colonies possessing ‘taiiff personality’ may bo eontrasTO(i with ‘conventional 
open-door colonies’ on the one hand and with ‘assimilated colonies’ on the other 
Assimilation rests on tlie view tliat the metiopolitan countiy and the colony are 
paits of a single extended national area and economic structure The concepts of 
assimilation and tariff personality aie not logically identical with those of subordina- 
tion and autonomy , for a subordmato colony might have a distinct tariff, and an 
autonomous colony might conceivably renounce this distinction. 
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legislatures had grasped the right of imposing customs duties — either 
revenue or protective duties, according to their own ideas of economic 
good. The right of imposing differential duties was for a time with- 
held from them, for it was clean contrary to the principle of tariff 
impartiality on which Great Britain’s trade policy was based. During 
the eighteen-seventies, however, the Australian colonies exacted from 
a reluctant mother country the right of granting preferential customs 
treatment to each other.^ It was a harder task to wear down Great 
Britain’s resistance to general extensions of the preferential principle 
beyond the range of colonial neighbourhood The idea that colonies 
might negotiate reciprocal preferential agreements with foreign 
countries to the detriment of (ilreat Britain herself was hardly to be 
thought of. It would weaken the dij)l()matic unity of the Empire and 
destroy its substantial unity as a kind of most-favoured -nation club.“ 
The idea that the colonies might exchange tanft preferences with the 
mother country could not be entertained so long as British policy 
remained grounded on free trade and most-favoured-nation agree- 
ments. Even a unilateral grant of tariff preference by the colonial 
legislatures was not to be desired. Great Britain could liardly allow 
her colonies to differentiate in her favour without putting herself in 
the ambiguous position of appearing to benefit from a policy which 
she repudiated in principle. Apart from this, she was tied by her 
treaties with Belgium and Prussia, and she had tied the colonies by 
those treaties. They asked her to denounce them. They took their 
stand upon the jirincipie of colonial self-government and pleaded the 
magnitude of the benefits which colonial preferences would confer 
on Great Britain. It was Chamberlain himself who answered them. 
‘Our trade with Germany and Belgium’, he said, ‘is larger than our 
trade with all the Colonies combined.’^ Apart from the principle of 
trade impartiality, he believed that Great Britain stood to lose more 
trade by weakening the most-favoured -nation system than she would 
gain even from colonial preferences which appeared ‘ magnificent ’ ^ 

^ It was not till 1893 that tho last restrictions wore rernoveil The legislative 
landinaiks are 36 <fe 37 Vie , c. 22, and 58 & 59 Vic , c. 3. And the British government 
still uphold one limitation on the operation of mter-colonial or inter- Dominion pie- 
ferenco — namely, that prcforonces should not place tho United Kingdom in a loss 
fav^ourod position than tlie direct roripiont of them Soo Cd 5369 of 1910, Report 
oj the Royal Commission on Trade Relations between Canada and the West Indies^ 
para 78. For tho goneial evolution of Dominion tariff autonomy and its growth 
into full treaty powoi soe vol i of this Survey y pp 38 ff 

2 Soo Lord Ripon’s dispatch of 1895, printed in A. B. Keith, Speeches and Docu- 
ments on Colonial Policy, vol ii, pp 156-64. 

^ Colonial Conference 1897, Cd. 8596, p 10 

* As late as 1902 Chamberlain said' ‘But so long as a preferential tariff, even 
a magnificent pieference, is still sufficiently protective to exclude us altogether, or 
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Chamberlain reiterated his own proposals — not imperial preference, 
but an imperial Zollverein, not a reciprocal interlocking of separate 
protective systems, but the creation of a single protective system for 
the whole Emjiire. Tnside the Empire’, he demanded, ‘j)rotcction 
must disappear’.^ 

Within a few years Chamberlain learnt that in asking for a Zoll- 
verein he was asking for the imjxissible. The protectionist govern- 
ments of the Dominions seized tJie initiative in the debate on 
imperial economic policy, the j)rote( tionist seiuon in Creat Britain 
resigned itself to following the Dominion lead Let us h'ok at the 
controversy from the overseas point of view. To a genuine imperial 
idealist like Alfred Deakin, a Zolht^.n^tn u<is an impossible projK^sal. 
It meant tariff assimilation with (ireat Bill am, a surrender of tariff 
personality. TaiifT peisonality was an essential element of self- 
government. It was a mark ot ciMistitutioiial status, a symbol of 
autonomy But it w as sometliing more. xVustralian d. moetats valued 
it for the content with wdueh they were (illing it They held to 'the 
national system of ])olitical economy’ The ideas ot List had pene- 
trated the British Empire; they had crossed the Atlantic, they had 
entered the Pacific. This happened not because colonial statesmen 
pursued wade studies m economic tlicory, and decided that Li^t was 
a more profound tlimkcr tlian Adam Smitli Statesmen and people 
saw things as List saw^ them, and felt about them as he felt about 
tliem, before ever tliev read his book — if they ever did icad it The 
economic problems with wliicli they had to grapple and the social 
ideals w^hich they cherished drove the overseas democracies — through 
a struggle of ideas and mteiests — towaids f)olicies of economic 
nationalism ^ They were not [)repared to sacrifice these x)oheies for 
the sake of an imperia 1 Zollnrcin VV'liat tlien, w as the wmrth of their 
much-advertised im])erial |)atriotism The free-trade minority m 
Australia joined with Englisli free-traders and Enghsli protectionists 
in putting forwMixl a reproachful argument w^hich did not seem easy 
to answer. ‘ If you do really believe in imperial solidarity ’, they said, 
‘why do yon keep on building a barrier against the industry of the 
mother-coimtr}" ? Tins is not unity, but disrii])tion. The way to a 

iioaily so, it is no satisfaction to us to know tliat you ha\ e imposed even ^eatei 
disability upon the sumo gooils if they eoine fiom foreign countries’ Cd 1299 of 
1902, p 9 

^ Foreign and Colonial Speeches, p 161 On tho immenso constitutional, admini- 
strative, and economie implications of such a dernatid, see tlio gencinl discussion in 
Oregory, op cit , pp 17 IT 

^ On tho fundamental allianco between nationalism and egnlitaiian democratio 
feeling m tho making of Australia sco W K. Haneock, Aubtiaha, ch i\'. Note 
especially tho pait placed by the protectionist democrat ISymo. 
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united Empire is Empire free-trade. * But Empire free-trade, as the 
majority of Australians saw it, condemned their country to perpetual 
economic provincialism and exposed their ‘fair and reasonable' stan- 
dards of social well-being to the attack of British cheapness. They 
could not pay this price for imperial patriotism without throwing 
away their national principles. And yet they did sincerely believe 
themselves to be imperial patriots, and wished to prove it. They hit 
upon a brilliant debating retort By the doctrine of im])erial pre- 
ference they warded off tlie Zollvercin which the English jirotec- 
tionists were preaching, and at the same time snatched the Aveapon 
of imperial patriotism for use against the free-traders, both Australian 
and English ‘Surely’, they said, ‘we jicoplcs of the Empire should 
treat each other better than we treat foreigners ? Surely we should 
give each other preference ? But how can avc begin to do this unless 
we all become protectionists ? So, for the sake of tlie Empire, free- 
trade England must throw away her national principles Even 
English protectionists must regret the turn the argument liad taken ; 
it killed their ZoUverein. But they had no conclusive reply to it in 
logic. Before long they were grateful to receive on any terms imperial 
reinforcements for their insular struggle. In this way the initiative m 
the imperial economic argument passed to the Dominions 

The overseas forces won their first objective m 1897, when the 
British government, yielding to the importunities with which it vas 
assailed at the Colonial Conference, denounced its tiade treaties witli 
Belgium and Germany. This was the first ste]> in the long shuffle of 
protesting retreat. It seemed at tlie time a not ver} important step 
In denouncing the treaties Great Britain did not reyiudiate the most- 
favoured-nation principle , she merely limited the operation of that 
yuinciplc Limitations of one kind or another were already a not- 
unfamihar feature of most-hxvoured-nation treaties , some of them 
were based on the facts of geographical contiguity or historical associa- 
tion, which were held for example to justify exclusive reciprocal 
arrangements between 8paiii and Portugal; others were based on 
yiolitical affinities, which were held to justify y;)refcrential arrange- 
ments of a similar nature between Cuba and the United States, It 
was surely by an act of excejitional grace that Great Biitain had 
denied herself the right of pleading the common sovereignty of the 
Empire as a limiting factor in her most-favoured-nation under- 
takings, and it was surely no concern of foreign powers if the different 
parts of the Empire chose to favour each otlier in their tariff 
schedules. That was a ‘domestic’ matter.^ The whole problem arose 

^ See C. 7553, p. 5 Lord Jersey aigued at the Ottawa Conference of 1894, which 
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out of the constitutional evolution of the Empire, which every lover 
of freedom ought to applaud. liberals might regret this little contrac- 
tion of commercial magnanimity , they could not regret the expansion 
of colonial autonomy. And what power had Great Britain to prevent 
the self-governing colonies, no w moving so rapidly towards the dignity 
of nationhood, from making their own tarilTs in tlieir own vvay ? 

But the Dominions implicated Great Britain m their disci irnina- 
tory tariff-building by making her a beneficiary cjf the discrimination. 
As an immediate sequel to the denunciation of tlie two treaties, Great 
Britain became a recipient of tarilT {mderences granted by Canada. ^ 
During the next ten years Soutli Afi ica, i\ew Zealand, and Australia 
all followed Canada’s example ^ The British might boast t!iat in their 
dependent Empire (though ev^en here theic had been lapses'^; the} had 

ho ationdod as an obsoivoi, that llio treatic ot nsj md lS6o wok e\<( j)tional and 
tliaf (ho 7*]inpiro must, bo ir^arded ‘as a up, niUiin whuii an\ liscal ai i an^einonts 
may Ihj made uitlioiit: infi an, <. onr- ssmti tnad( in that {(ho m f n ) clause’ 

Vii ofilcial statoiTK'nt of 1910 laid it doun JL may ri<jw bo i' idod as a settled 
jamciplo that tiado agiopiiuaits bot\\oon pails of tht' Bulish Empni^ aio to bo con- 
sidered inatteis of a doiuf'slH r*huia( tei wbuh cannot bo rognidod as discnmmatoiy 
by any loieign powci’ (Cd ot 1910, paia 122) Xo\ ei (beloss, opinion in tlio 

United States was sometimes restive on this issue In 1697 (Germany challenged 
Canada’s light to ditTeientiuto m favom of the Tuulod Kingdom, backing up the 
ehallenge by retaliation (See (\>} i in (onriirfion U'lth tfu (ierman tai 

(^d 17SI ofhoo-i ) 

^ Tlio Cobilon Club, willi unbelievable uu^plnes-,, <iv\ aided its gold iin'dal to Sii 
Wilfitd T,,auiior (soo The Tinier, 17tli Auirust 1S97) f’oi a -.ummaiy ot the origins 
of Canadian pioforonio (going back ns fai as 1SS2) see Dewov, The J hnnimons and 
Di plot} Kit If, vol 1 , j)p 107 ff 

" See (Iregorv, oj) i it , yiyi 272-Sl, foi tin' landmaiks in the histoiy of Dominion 
jjiefercntial taiilTt, 

(^aiiada initiateil prefeiente m 1897, and modified it m 1898 and 1907 The Cana- 
dian taiiff of 1907 \\as a ‘thiee-line’ tanfl , its pir loienees were on spcf ific items, 
as ojijiosed to a goneial and iiniloim picTc iisit inl lato, India and numeious 
< olonic's wc'io included with (beat Ihitiiina-, lu nelu lai les 

South Afnta initiated ptefeic'nc in 1903, and made rlianges in 1906 and 1916 
’fhe yiretereines wtio in jiait spec ifu, m yjait class latos Henehts woie extended 
to ('’nnada, Aiistialia, and New Zealand 

Australia give yneleientiul tieatincsit to South Afiira (1906) and (beat Biilnin 
(I90S) only d’ho Australian jiieforemes to the United Kingdom woie fiom tlio 
beginning syievdic yaeferences on sej^arate ai tides 

Keu' Zealand maiiguiated jirefeieiiee m 1903 on two pniu lyiles (a) exiending tlio 
grant to the whole Fim])no, ((i) etiectiiig it by means cjf sintaxos imposed against 
syiocitie toitngii goods Changes m 1907, 1908, lOlo, 1917 did not toiicli these 
pi mnyilos 

'’eg (J) In 1904 the Federated Malay States instituted a yjiefoient lal expoit duty 
on tin ore shipyard for smelting to the United Kingdom (2) The joint ctToct of an 
(Irdor in Council in 1898 fixing maximum clutios on British iinyxnts to Khodesia, 
and of the raising ol the Khodcsian taiitt in i90(>, w'as to give fiom tliat voai oiiwaids 
preferences to Biitish imports (3) The United Kingdom not only sanctioned the 
West Indian preferences to Canada in 1913, but demanded to shaie in them See 
note 1 on p. 84, above. 
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maintained intact the principle of the open door. But they could not 
deny tlie ostensible piofits which came to them through the closing 
of Dominion doors Even if (Jreat Britain had kept her own free- 
trade virtue unsullied, she was making something out of the oblique 
pi act ices of her kindred overseas. British free-traders sought comfort 
in the argument that slie was making precious little, perhaps nothing 
at all. This argument brought a shar]) retort from the Dominions, 
The Dominions behoved tlieniselves to he generous, but they were not 
sulheiently generous to persist quietly in an unrequited generosity. 
They magmtied the value of tlic taritl concessions which they 
granted, and rejiruaclicd (h*eat Biitain for allowing impel lal pre- 
ference to remain a one-sided affair. The controversy sometimes 
threatened to become a wrangle British calculations of the value of 
Dominion preferences were shar])ly at variance with Dominion calcu- 
lations. British controversialists insinuated that the preferences were 
at most a bare return for the favours which Dominion governments 
received in the British cajntal market, and for the burden of defence 
’whicli the British taxpayer shouldered on behalf of the luckier Domi- 
nion taxpayer Dominion controversialists insisted that the discussion 
was not greatly concerned with these minor matters, but with tariffs. 
Was it true, tliey asked, or was it not, that the Dominions in their 
taiilY-making treated the United Kingdom as a revered ])arcnt, and 
received from her m return exactly the same treatment wliicli slie 
meted out to foreigners? British statesmen wearily repeated that 
jirotective and preferential duties wore contrary to the ])vinciples of 
British policy. ‘Tiiey are not contrary to your principles’, retorted 
the devoted but merciless children of the Empire, ‘when it comes to 
the receiving of preferences Duly w’hen it comes to the giving of 
them ’ To this there was no logical rejily.^ The real breach in 
])rinciple had occurred in 1807. All tliat British free-traders could 
do was to copy the earlier example of the colonial protectionists, and 
assert for the ])arliament and constituencies of (Jlreat Britain the 
elementary right of fiscal autonomy. The representatives of the 
United Kingdom at the Impel lal Conference of 1007 warned their 
overseas colleagues that the quickest way of wrecking imperial 
unity w'ould be overseas intervention in the domestic controversies of 
Great Britain.- Sir Wilfrid Laurier readily agreed that the fiscal 
policy of Great Britain was ‘a matter which is altogether m the 

^ Tho first attompt at scientific and impartial analysis is to bo found in a biiof 
appendix to D B ('opland and otliois, The Autilraban Tariff (Melbourne, 1929) 

“ Cd 3r>23ofl907 Mt (dun c hill tould not conceive ‘any process better calculated 
to create an anti'Colomal j^arty ’ 
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hands of the Eritish ]ieoplc’ ^ General Botha ventured the opinion 
that, since tlie "JVansvaal had been granted responsible government, 
the same riglit might justly be conceded to Great Britain ^ But 
the ardent Australian advocates of the new imperial plan could not 
schofil their li[)s to silence Alfred Deakm, the Australian Prime 
Minister, was willing to admit ‘that each of the parties to the bargain 
must be the best judge of its owai gain’, but he was not willing to 
admit that mijterial prefereme was a mere bargain, a mere question 
of gam It was a great plan of mqienal unity, it was ‘a pobtical 
gospeT ^ Deakm, and othe? Donin ion k^idius le^s able and less 
sincere than Deakm, preached t i tar political gospid laside the 
conference room and outside it Tlic\ offered themselves as standard 
bearers m tlie battle w liu h a section ot one of the. polite al [larties of 
(ireat Britain had been tighting iii tiu‘ f onstituencie>, ever since 
Chamberlain stepfied tor ward as l(‘.uler in 

W as the unit\' ot tlie l']iiipire really an issue in this l>attlc or was 
it not? In the eyes of frec-ti <iders the argument tlie overseas 
cliampions of prefereme inn-ii ]iavT‘ seemed to be rooted in a colossal 
egoism. It must have seemed to lie on a fjar with the cool suggestion 
of Deakm in LSS7, that the Ibitish govau’iiment should for the future 
anneK wfiatevcr temtoiies the self-governing colonies wished it to 
annex, regardless of its difliculties and obligations within the world- 
w ide society of nations ‘ We liope \ Deakm liad said then, ‘ that from 
this time forward, (V)Ionial ])ohcy will he considered Imperial 
])ohcy * The ho])e, cvidcnth , was not confinefl to the sphere of 
foreign affairs At all succeeding conferences Deakm, or others hkc 
him, voiced the same ho[)e in the matter of commercial policy. vSome- 
tunes tlie ex[)ression of hope sounded like a demand To the majority 
of British statesmen, whose free tiailc policy could still rally the 
constituencies, this attitude revealed a (‘omplete ignorance of the 
economu' structure of (heat Britain, and a complete disregard of her 
interests The remnant of free-traders who still survived in the 
Dominions interpreted the [Kilu-y of their governments still more 
cynically. Melhouine importers and Kivenna pastoralists had seen 
their economic preconceptions confirmed by first-hand obscj vation of 

^ CM :r>23 of 1007, p ni - n)ic! , p 304 

^ Tbid , pp 230, 351 fl sinreiitv apparent in all hw oia^ory, and it 

showed itself in his attempt, aftei (lie Libetnl government hati at the eonteience of 
1007 lejected pietoionfo, to reviv^o the Unfinej,i pioposal of 18S7 for a low unifoi m 
tariff thionghont the Kmpne on foieign goods only, to bo spent on impenal pui poses 
07 dy ]^nt J)eakm’s eolleague. Sir William L,yno (ibid , p 316), spoke in a sfiain of 
petulant anti greedy egoism Mf 1 had a boy, 1 shoulil look aftia* him, before I looked 
after a foreign boy,’ 

Colonial Conference of 1S87, C 5091, p 25. Cf this Survey, vol i, pp 38 ft. 
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the local scramble for tariffs Tliey believed that imperial preference 
was only a shoddy cloak to cover the egoism of sectional interests. 
They stressed its propaganda value in the campaign for higher tariffs, 
and argued — as Chamberlain himself had once argued^ — that the 
comparative advantage which Dominion tariffs gave to the British 
manufacturer was trifling in comparison with their penalization of the 
British manufacturer m the interest of local industry. Moreover, these 
free-traders said, the propagandists for preference were looking forward 
to a day when the excessive costs of industrial protection in the Domi- 
nions would be ])assed on to theBiitish consumer. They hoped to buy 
off the opposition of the farmers by securing for them a sheltered 
market in (Jrcat Britain: if the British Avere silly enough to institute 
preferential ff>od taxes, tliey Avould be carrying tlie burden of an arti- 
ficial system in which every section of Dominion producers would have 
a vested interest. In this strain the overseas free-traders continued 
their sceptical analysis. In tone it corresponded exactly to the com- 
ment of continental protectionists on the missionary activities of 
Cobden. It explained a good deal, but it did not explain everything 
It did not explain the evangelical ardour with wdiicJi democracies of the 
British stamp jiursue the contrasted policies to which, m contrasted 
circumstances, they adhere National protection and imperial pre- 
ference had for Deakin the same quasi-religious sigmflcancc which 
universal free trade had had for Cobden (Jobden had hoped to reach 
universal peace by the way of free trade, Deakin, with an equal 
sincerity and an equal credulity, believed m imperial preference as 
the royal road to a united Empire. 

There was among the British protectionists a similar mixture of 
sectional interest, political idealism, and illusion In the struggle for 
tariff reform, business men, politicians, and academic persons joined 
forces Mr W. A 8. Hewms, the director of the London School of 
Economics, w^as an academic person of prominent jiosition, impres- 
sive administrative abdity, and warm enthusiasm The reaction 
against laissez-faire, which had earned many of his contemporaries 
to socialism, had made him a believer in imperial integration ‘Tlic 
moving pnncqile should be’, he wrote later in his memoirs, ‘not the 
interest of the consumer, but the solidarity of the Empire’.^ It was 
this principle which m the late eighteen-nineties began to dominate 
his activity, driving him from academic quiet into the bustle of 
political advocacy on the platform and m the press In the end he 
became a close collaborator of Chamberlain. The story of how this 

^ Seo note on p 84-, above 

“ W, A. S Hewms, The Apologia of an Impeiiahsi (Constable, 1929), vol i, p 6. 
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collaboration began is a revealing one ‘T do not pretend to be an 
economic expert’, Chamberlain said. T once read Mill and I tried 
to read Marshall. You must suj)j)ly the economic arguments.’ In 
return, Chamberlain suj)plied to the university teacher some instruc- 
tion in the compromises inseparable from politics ‘ You must under- 
stand’, he said, ‘the diflcrencc between a scientilic tariff and one you 
can get through the House of Commons. ’ And lie explained his own 
position as an imjierial idealist representing a Birmingham constitu- 
ency ‘He said that, as 1 knew , he had taken u]) this question solely 
from the imperialist standpoint, l.nt, he added, “We shall have to 
do something for the maiiufactureis 

What had the protectionist ambitions of Birmingham manufac- 
turers to do with imperial preferem e ? Strictly s])eaking, nothing at 
all. The J)ominions wanted Creat Britain to impose ])referential 
duties, not on manufactiiied aituh w’hicli they did not export, but 
on the food which they did expo t Still, the Birmrigham manufac- 
turers miglit argue that food taxes, by inca-easing the cost of living, 
would impose a new burden on industry, a burden for which the 
tariff* ought to compensate them. Here was the basis for a pact of 
mutual assistance bctwxcn the distinct jirotcctionist interests of agri- 
culture and industry. Erom the time of the Pair Trade League uji to 
the early years of the twentieth century tlie protectionist movement 
had been extending its activities from the cities to the country. Did 
l^ritish farmers caie very mucli about imperial preference? They 
cared a great deal about protection for theinsehx's against overseas 
competition, and would wnllmgly show enthusiasm for the interests 
of Dominion farmers if this enthusiasm would help them to get public 
support for their own interests Yet the time might come when they 
would demand protection against Dominion fanners also Imperial 
preference as the Australians practised it, so Chamberlain himself had 
once complained, wxis but a trifimg mitigation of the policy of ‘Aus- 
tralia first’ - Might not the Australians themselves on some future 
day level the same complaint against Dreat Britain ?^ It would cer- 
tainly be an erior to carry the sceptical analysis so far as to disregard 
tlie disinterested im])enal enthusiasm of men like W A. 8. llewdns 
and Joseph Chamberlain himself, or to deny that this enthusiasm 
played a positive part m moulding events. But it would be a still 
greater error to disregard the hard core of interest at the centre of the 
new imperial plan. In Great Britain, no less than in the Dominions, 

^ lbi<I , vol. 1 , pp 68, 69. 

“ Heo p 84, above 

^ See below, Chapter 111, .section iv. 
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this hard core of interest was not really imperial at all. It was ‘the 
national system of political economy’, seeking to project itself out- 
wards into a nicely balanced structure of bartered shelter. And the 
bartering was not merely an affair between governments , each 
distinct national system was itself influenced by the barter, conflict, 
and coalition of those sectional interests which jiushed and manoeu- 
vred with and against each other. 

Ear more research needs to be done before any summing up on 
these issues can have any j)retension to exactitude ^ But from the 
time of the Eair Trade movement to the days when the Chamberlain 
family takes the lead in the struggle for national protection and 
imperial preference, Birmingham has the same symbolical imjiortance 
which Manchester possessed in the middle of the nineteenth centur 3 ^ 
Birmingham never thought of competing with the standards set 
by Manchester m theoretical articulateness. Yet one might almost 
sjieak of a Birmingham school One might almost dramatize the 
past half-century of British commercial policy as a struggle between 
free-trade Manchester and protectionist Birmingham — or better still, 
as a three-cornered struggle, with the old individualist-cosmopolitan 
City of London joining forces with Manchester to keep Birmingham 
in chock Birmingham was destined in the end to win , and Birming- 
ham’s defeated rivals were destined to look for light and leading to 
the Birmingham school But in the jears befoie the Cfrcat War tlie 
old Manchester and the old City still governed British commercial 
X)ohcy, and beat back Birmingham's attacks upon the constituencies. 

Hiese attacks were jiremature The Birmingham school was too 
hasty in its anxiety to escape m an imperial lifeboat from the slu]) of 
world trade, winch was very far from sinking It advertised the 
growth of foreign tariffs, but did not advertise the largo volume of 
trade winch Great Britain continued to enjoy wuth protectionist 
nations It denounced foreign evasion of the most-favoured-nation 
clause, but did not calculate the benefit which Great Britain con- 
tinued to derive from that clause It stressed the comjiaratively 
slow increase of Great Britain’s exports to foreign countries and the 
comparatively rapid increase of her exjiorts to Empire countries, but 
fell into the jjercentage fallacy. ^ It over-estimated the direct ob- 
stacles winch liindered British trade in foreign emjures. It proclaimed 
that the day of o[)en-door empires was over. But there was still 
tariff equality for all nations in the Dutch colonies and in the (Terman 
ones. In China, the public declarations of Mr Hay had at the begm- 

^ Rcsuarch of the kind icforrod to on p 80, note 2, above 

^ See above, p 80 and note 3. 
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ning of the twentieth century ranged the United Statef^ of America 
alongside Great Britain m resistance to policies of monopolistic par- 
tition. In the Congo basin the society of trading nations was learning 
liow to close the gaps which the King of the Belgians had so easily 
discovered in the document of 1885, and was thereby accumulating 
experience which would later on be useful to the Permanent Man- 
dates Commission It was, inshoit , too early to expect the champions 
of the Great Commercial Republic to give up the struggle Nor had 
the staple export industries of Great Britain an\ intention of risking 
a change of policy which might hamoer their competitive strength. 

Tlie Birmmgiiam school painted an exaggciateil pictuie Yet the 
pictuie did nevertheless corres])ond in some degice to a signilicant 
reality. Poreign tariffs weie climbing upuaids Foieign nations were 
evading the intention of tlu^ most fivoined nation clause. Home 
foreign empires, if not all of them, wcie closing their doors. The 
French, the Russians, the Portuguese, the American.^*’ .vere ])ursuing 
in varying degrees ]iolicies of tariff assimilation or [ireference which 
emyihatically restricted the area opmi on equal terms to the commerce 
of all nations All the impciial powers, including Great Britain her- 
self, were giving through the loutme jiroccsses of administration or 
through the allocation of contracts an increasingly important prefer- 
ence to their owm traders, investors, and manufacturers ^ At the 
same time, internal changes in ( Jreat Britain’s economy w^ere at work 
alongside the external factors to dimmish the preponderant weight of 
the old staple export industries 

These were the tendencies on winch the Birmingham school laid 
stress There w^as ample material in them for a yirojiaganda wdiich 
advertised ‘the menace of foreign competition’ and sought the sup- 
yiort of British manufacturers and their w ork-people by jilaying upon 
their fears But the propaganda appealed no less eagerly to their 
hopes and their pride. For were they not also citizens and rulers of 
a great empire Was there not room enough for their cafutal and 
labour, their courage and their skill, in (ireat Britain’s ‘vast imperial 
estate’ ? So long as the majority of Englishmen still saw the world, 
or believed that they could shape it, according to the pattern of 
liberal doctrine, these arguments and y^hrases evoked no deep yioym- 
lar response. They found a wider circle of listeners and called forth a 

^ Howin.s, op cit , vol i, p 37, possibly oxaggorates ‘the onormous weight of 
administrative encouragement necessanly given by the mere existence of our world- 
wide P^mpire’, yet it has been calculated that ‘It as much as 60 or 70 per cent of 
the trade of an Open Door colony goes to the Mother Countiy this is no pruiia facie 
evidence of discrimination’. See 13 Geng, The Open Door and the Mandates System 
(Allen & Unwin, 1930), p. 65. 
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more passionate response when the precarious unity of liberal civi- 
lization was spht by the Great War They fitted more naturally than 
nineteenth-century teaching did to the passions of a twentieth- 
century democracy fighting for its existence. 


V 

Economics of Siege 

A nation which in reality, or even in imagination, is suffering the 
stress of war thinks of itself as a city besieged. The problem of sujiply 
dominates its economic argument and contrivance There are some 
deficiencies which spell hardship, there are others which spell defeat. 
By desperate exertion and sacrifice it struggles to ward off the danger. 
Its passion to survive engulfs the faculty of critical reason. An 
emotional torrent, whirling through narrow channels of heroism and 
liate and fear, drowns criticism and even memory, or leaves them 
stranded m the waste land through which tlie torrent rushes. The 
besieged citizens cannot or will not remember those customary acti- 
vities of busy commerce in an unsundcred world, which have been 
the foundation of their peace-time comfort and a preparation of their 
war-time strength. 

Our concern m this inquiry is not with the Empire's economic 
effort during the years 1914-18, but with the plans or dreams for the 
Empire’s economic future which were made or imagined during those 
years of struggle 

Our picture of a besieged city may seem fanciful , but without 
some imaginative supjiort to the understanding we can liardly recall 
tJie wild clamour which shouted down economic foresight during 
the Great War.^ It was a time wlicn the most fantastic financial 
impossibilities were seriously propounded Germany would pay the 
whole cost of the war, and the Allied nations would never again trade 
with Germany ; the British West African colonies would develoj) an 
export trade large enough to pay off the British debt, and the British 
Empire would make itself independent of foreign imjiorts. These and 
many similar aberrations from reason can only be understood if they 

^ But soe Edwin Cannan, An EconomisVa Protest (London, 11)27) a collection of 
papers showing the attempt of economic reflection to make its voice hoaul The 
same attempt found regular expression m the Economist ^ and occasional expiession 
m the correspondence columns of The Times, eg 5th July 1916, a letter with 
many signatures protesting against 'the economic resolutions of tho Allied Conference 
at Pans m June 1916 
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are seen in their context of national danger and exertion, of leaders 
struggling desperately witli an emergency winch almost overwhelmed 
them and of a people absorbed in the piimitive issues of life and death. 
This absorption pressed most heavily on the United Kingdom, which 
lived under menace of starvation ; but there was no part of the British 
Empire which could escape it The Empire must mobilize its economic 
power to win the war But after the war ? The Empire must remain 
mobilized to dominate the peace This demand is recorded in a ^'ast 
mass of print. The very titles of pamplilets nncl articles bear testi- 
mony.^ ‘The war and the paiting ol the ways a short study of the 
future of the British Erapiic ‘A self-suf)[)oi ting Einjarc with a 
Eoreword by Sir Edward Carson ‘Let not lung be w^asted- pnaluee 
everything wc(*an in the United Kingdom and our gr<ind Empire, and 
increase British trade ^ Scores of ])am[)h]cts, whose titles are less 
striking than these, make amjile anu iids in their exuted text they 
are full of clarion-calls and manilcstoes— they demand ‘ a .^elf-contained 
empire for defence and subsistence',^ ‘an economic unit tor purposes 
of commerce and defence’ ^ Some of these pamphlets bear the sig- 
natures of Dominion leaders An ex-miinster of the Crown in New 
Zealand demanded ‘a pure British policy’ which would exclude from 
the Em jure foreign immigrants and attract British settlers, exclude 
foreign capital and pumj) in British cajutal. ‘I am not laying down 
a policy of liate’, declared the New' Zealander, ‘I am laying (hnvn a 
policy of self-preservation The Prime Munster of Australia, Mr W. 
M Hughes, surjiassed all rivals in the ardour and recklessness of his 
patriotic imperial projDaganda Erom the jilatform and through the 
jiress he denounced the liberals, trounced the fiee-traders, and called 
for a ‘jiositive ’ economic policy which would close the Empire's doors 
to the foreigner ‘I cannot understand ’, he cried, ‘ the attitude of those 
Britons who w'ant to continue the oj^en door.’ The Empire Reneiv 
thanked God for the advent of Mr. Hughes, a j]ilam, clear-headed 
patriot from the J)ominions where men knew how to get things done, 

' I have oxarnuied about liftv titles dealing witli impel lal economic discussion m 
tho war >eais, listed in the catalogue of tho Royal Emi>iro Society Not all of them 
hav"0 the tone indicated in tlio text (thc're an', for example, (Jobdon Ch4b pamphlets), 
but the quotations repiesent tlii^ tone of th(> ^loat inajoiity This was also the tone 
of tho press, mcliidinpf e\eii some of tho moio ciitieal poiioiheals 
' By C Luke (19ir>) 

3 By 3^: Saiindeis (1918) 

3^y A. S>denharn (1917) 

® From J C Simpson, An Jmpoial Ttnde l^ohcij (1917) 

® Fiom O E Bodington, Scientific Basi^ for Imperial Trade, J^olici/ (1918) 

^ F M B Fisher, ‘ Impel lal '^I’lado’, in United Knipire„ vol ix, pp 09-91 (1918) 
For a more violent article fioin a Now Zealand pen see Fortmqhth/ Review, vol civ, 
pp 698-710 (1915), ‘Our Colonies after tho Wai by W Cicswoll. 
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a real statr^mati, (jiutc unlike the hesitating university -bred persons 
who still c'uinbcH'd Piitish polities, waiting and seeing, not yet 
understaiifling tliat ‘heneeforward we must be a self-contained 
Ein])Jie not only in name but in being’ ^ 

Yet there were in the programme of imperial self-siiHiciency 
ambiguities which even luijiassioned ]m)])agaiida could not conceal 
Men were ready to do, and were compelled to do, m war-tiine things 
which they would not, and could not, do in tune of peace Pressing 
emergency made irrelevant for the time being the familiar dispute 
between the national and the imperial versions of the protectionist 
creed, it did not conclude the disfiute Pro]iagan(lists were taking 
sides in it even while they were unaware of its existence A British 
pamphleteer (Icinaiided m one breath a ‘positive politv to iiK'lude the 
w'holc Empire, locking it together m one solid union against th(' 
enemy’, m the next breath lie demandc'd the maximum of self- 
suilieicm‘y fur the Biitish Isles. ‘Whatever it is impossible to jiro- 
diice, or produce m sutticient quantities, in tliesc islands, must be 
sought tor m the Dominions Was it likclv that the Dominions 
would, on reflection, a]i])laud this foiccast of their economic function, 
the meagre yuivilcgo of tilling ga[)s m (treat Britain’s projected msulai 
prodiudion ? As soon as men began to jilan for jieace, as soon as 
disciplined thought resumed the woik w inch clarion calls had iiitei- 
nipted, it became clear that anti-( human feeling and national fecimg 
and imperial feeling wmo distinct emotions w'lth distinct and some- 
times confiieting economic implications 

Aiiti-Derman feeling, if it were to be made the foundation of 
economic organization, implied a hlor im hiding all the Alhe.> wdio 
were lianded against Cennanv. In June 1016 the statesmiui of the 
Allies met at Pans and pledged their countries to stand together 
against Germany m peace no less than in war Alleging that ( Icrmany 
and her satellites were themselves preparing a jilaii of economic con 
diet to follow the military conflict, they agreed upon principles of 
‘economic defence’ to hi both the transitional period after the war 
and the time of real jieacc which would some day return. Tliey did 
not find it difficult to agree upon concrete obligations during the 
transitional period. They agreed to exclude Germany from their 
inost-favoured-nation system, to refuse her access to raw materials 
which they wanted themselves, to erect barriers against her goods. 
But they found it harder to agree on ‘the permanent measures 

^ See the Empire Bevieiv, vol xxxii, pp 253-61. 

^ A E Diiehe'sno, ‘The Cominernal War \ in Empire Review^ vol xxx, pp 205 ff , 
311 ff, 346 ff. (1915). 
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of mutual assistance and collaboration’ which would continue to 
unite their peoples when real peace returned. They left tiicir long- 
range policy completely vague. ^ 

Presumably this vagueness would be corrected by subsequent 
study. The Pans resolutions had a sequel in the following year when 
Mr. Lloyd George’s government appointed a committee, with Lord 
Balfour of Burleigli as its chairman, to consider commercial and 
industrial j)ohcy after the war. The committee was instructed by its 
terms of reference to pay sjiecial attention to the principles aftirmed 
at Paris. But it was also mstructrd to pay special attention to the 
safeguarding of essential British industries, the recovery of lost 
British markets and the winning of new ones, the development of 
Empire resources, and the safeguaiding of Empire supplies from 
foreign control. The emphaMs had shifted from Allied solidarity 
against the enemy to British pL’ote( tioii against the foreigner and to 
the ])roblem of imperial supply In tlic linal reyiort of the committee 
Allied solidarity was almost entirely forgotten and imperial questions 
were surveyed perfunctorily at second hand it w^as tlie industrial and 
commercial situation of (Treat Britain which took the dominant jilace. 
Among the recommendations of the committee the following liad 
fiscal im])hcations namely, that there should be anti-dumping duties , 
that certain industries which were ‘key' or ‘pivotal’ industries 
‘should be maintained in tins country at all hazards and at any ex- 
]icn.sc’ , that other ‘carefully selected’ industiies should be awarded 
tariff protection The committee also recommended that all new 
duties should be made preferential in favour of the Emj)ire. This 
recommendation confirmed a gesture which it had already made in 
1917. On the eve of the Imperial VV^ar Conference of that year it had 
hastily issued an interim report advising that ' His Majesty’s (.Tovern- 
ment should now declare their adherence to the principle that pre- 
ference should be accorded to the products and manufactures of the 
British Overseas Dominions in respect of any customs duties now or 
hereafter to be imposed on imports into the United Kingdom’. But 
as the articles which the committee thought deserving of tariff pro- 
tection were, almost exclusively, manufactured articles which the 
Dominions did not export, there was very little substance behind its 

^ Recommendatior^s of the Economic Conference of the Allies held at Fans on June 
14, If), 16, and 17, 1616 CVl 8271, 1916 

* Tho oomrnit toe drew upon the work of the Dominions Royal Commission which 
IS discussed in the following pages it found the unitaiy trend of iinpeual economic 
policy desired by that body too strong foi its taste See its refieetions on self- 
sufficiency (p 27) and free investment (p 30) and also its criticism of tho suggested 
Imperial Development Board 
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imperial gesture. Its final report was a document of Great Britain’s 
national economic policy.^ 

Imperial economic policy, as distinct from national economic 
policy, Avas the object of study and report by another body, the 
Dominions Royal Commission The commission had begun its work 
two years before the war and had thoroughly investigated the prob- 
lems of every Dominion. Its origins may be traced to the imperial 
enthusiasm of the Australian Prime Minister Deakin,^ and its com- 

^ Final Report of the Committee on Commercial and Industrial Policy after the War. 
Cd 903.5 of 1918 Four membcis of the corninittoo recorded their opinion that the 
protcctionitat roeonimcndat ions of the majority did not go far enough, and recom- 
mended a general taiiff But they added ‘We do not suggest the imposition of any 
additional taiiffs upon foodstuffs, or any tariff upon raw materials’— a reservation 
which revivals tlie hollownesh of the imperial preteienee gesture But there is no 
such hollowness of content m the national-piotectionwt proposals which are the core 
of the report. By studying the report, together with the evidence, and also the 
departmental reports on specific industiies which were being issued at the same time 
by the Board of Trade, it ^vould be possible to compose a very clear and lovealmg 
pictuie of the ahnement of Biitish mdustnal interests on the fiscal issue at tins 
period Ceneially speaking, the coal, shipping, and textile industries still supported 
free trade, but the last-named was not unanimous. ‘The cotton industry as repre- 
sented by a majority of employers does not desire a tariff for its own protection, 
nor does it favour a general tariff owing to the fear that, if the effect of a tariff wore 
to raise tiio <*ost of production, efficiency m competition would to that extent bo 
handicapped ’ But m the woollen and woistod industry there was a division of 
opinion. Only the fine-quality producers were emphatically m favour of fiee trade, 
the caipct section was empfiatically protectionist The silk industry was in favour 
of a substantial tariff Tlie linen industry favoiiied a graduated scale of duties 
ihscnmmating between allies, neutials, and enemies The jute industiy wished to 
protect itself by raising the cost of supplies to its competitors, this it hoped would 
be done by prefer ontial export duties imposed by India In the hosioiy and glove 
trade, the sections are divided These examples are sufficient to indicate the 

value of the mater lal awaiting the examination of a future economic histoiian 

^ At the Impel lal Conference of 1907 Deakm was invited, after his j>toposals for 
impel lal piofoionce had been rejected, to suggest another approach towards his ideal 
of impeiial economic mtegration. ‘Practically on the spur of the moment’ lie sug- 
gested a joint fund, with a joint board fo administer it, for the purpose of irnpiovmg 
irnpciial communications His proposal widened into a plea for (ontinually planned 
imjxuial development This proposal, too, was rejected, but the ulea reappoaiod at 
the Imperial Conference of 1911, when the British government suggested a com- 
mission to report on the losouiecs of the self-governing Dominions and their develop- 
ment. on tlie relation between tlio production and consumption of food and raw 
mateiials m the self-govcimng parts of the Kmpire (including the United Kingdom 
ns regards consumption), on the trade of the Kmpire intra sc and extra se , on the 
trade of the Phnpiio as affected by laws other than fiscal laws, on the possibility 
of improving it by means not involving tariff changes. 

The Dominions Royal Commission was appointed by the King on 12th April 1912 
and issued its final report m 1917 (Cd 8462 of 1917) It also issued a voluminous 
senes of interim reports dealing with special subjects (o g. migration, the food and 
raw matonal requirements of the United Kingdom, &c ) and with the individual 
Dominions These reports, and the mmiites of evidence, are for the economic 
historian a mine of valuable material. 
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position in some degree reflected the changing constitutional struc 
turc of the Empire, for side by side with the six representatives of the 
United Kingdom were single representatives from Canada, Australia, 
New Zealand, and Newfoundland ft wrote its report when the 
spirit of war-time unity m the Empire was at its height. In this 
report, if anywhere, we shall expect to find the emphasis laid upon 
a common imperial interest as distinct from separate national in- 
terests. ‘The Empire as a whole ^ is a jihrase which runs like a refrain 
through the commission’s report 

The report opened conventionally f*nough with an analysis of the 
external trade of (jlrcat Britain and the self-governing Don unions, so 
presented as to introduce the familiar plea on behalf of the British 
manufacturer. Erom the figures whn h tlie commission quoted, it 
would appear that the Dominions were selling to the United Kingdom 
£52,000,000 more than they weie buying from it, and were buying 
from foreigners £01,000,000 more than they w’ere selling to them, 
that they were sending more than half tlicir raw matiaials and food- 
stuffs to the British market, and were taking more than half their 
manufactures from Great Britain’s com[)etitors The commission 
pleaded for more reciprocity on the ])art of the Dominions This w^as 
a plea which in normal times would have infuriated them , they 
would (not without reason) have rejected the principle on wfiiich the 
figures were selected, and have advanced equally questionable statis- 
tical arguments of their own , the familiar wrangle would soon have 
been in full swing. ^ But it was war-time, and foreigners were out of 
favour , the argument might pass Besides, the commission had more 
original matter to offer and more exciting jiropositions to advance. 
What most attracted attention was its survey of the natural resources 
of the Empire and its handling of the problem of supply. 

The commission had spent four years in surveying the resources of 
the Dominions and it emphasized with great detail their actual and 
potential wealth It praised the stejis which had already been taken 

^ Jlommion spokesmen might have cntieii^efl the statistical picture compiled by 
the commission for tlio yeais 1901-1,3 from many points of view, e g (i) that it dealt 
with ‘visibles’ only and not ‘invisibles’, theieby ialsifying the situation with regard 
to the balance of payments to the piejiidico of the Don)inion.s, who made large 
payments in mtoiest and for sei vices, (n) that even in dealing with ‘visibles’ it 
made no allowance for the exceptional position ot some Dominions and the effect 
of this on all the Dominions when lumped together- -e g Canada’s £89,000,000 of 
imports from the U S.A as compaied with the £42,000,000 of her exports to that 
country, (in) that it did not allow properly for the re-export of Dominion produeo 
from the United Kingdom, (iv) that tliere were anyway large discrepancies m the 
figures of exports and impoits compiled m tlio different countries concerned For 
a demonstration of this last point see A G B Fisher, ‘The Balance of Trade between 
South Africa and Australia’, m South African Journal of Economics ^ March 1937. 
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to mobilize that wealth for the struggle against Germany.^ But it 
complained that the governments of the Empire had not as yet 
supported each other in the planning and execution of a single 
co-ordinated effort. They must learn to improve their machinery of 
control and to clarify their objective, and they must learn to do this, 
not only in war but m peace. In peace as in war the ])ropcr objective 
of economic policy in every part of the Empire was the power of 
‘the Em[)ire as a whole’. 

‘The success of the action achieved during the war’, the commission 
declared, ‘suggests that it is expedient that the Governments of the 
Empire should take steps, as soon as conditions permit, to secure the 
development of their natural wealth towards a definite and recognized 
object In our opinion it is vital that the Empire should, so far as 
possible, be placed m a position which would enable it to resist any 
pressuie wliich a foreign Power or group of Powders could exercise in 
time of peace or during war in virtue of a control of raw matciials and 
commodities essential for the safety and well-being of the Empire, and 
it IS towards the attainment of this object that co-ordinated effoit 
should be directed.’^ 

In this sentence the economics of siege affirm themselves as ])er- 
manent iiolicy on an imperial scale. It will become ajiparcnt, as the 
argument is followed farther, that the economics of siege are also the 
economics of blockade. An empire which sets out to secure exclusive 
supply for itself is threatening the supply of ‘the enemy’ and intimi- 
dating ‘the neutral’. When we seek to make ourselves independent 
of the foreigner, we are frequently seeking at the same time to make 
the foreigner dependent ujion us. In economics, as m politics, it is 
not always a simple matter to draw' the line between defence and 
aggression. 

Certainly, a reader who was not a British subject might sometimes 
fancy, as he followed the argument of the commission, that he was 
listening to tlic menacing growl of the besiegers rather than to the 
frightened whimjier of the besieged. The commission divided the 
Empire’s commodities into three categories. In the first category it 
placed those materials of which the world’s requirements were mainly 

^ Cd 8t()2, pa I a 314 ‘In its broadest aspect the policy has been to establish 
prohibitions of oxjk)! tation coupled with a system of licensing so as to ensuio that 
so fat* as nccessaiy the whole ot the exports of commodities essential for the war 
should come utajer (Government control both as regards quantities and destmation 
In many cases, however, still more energetic action has boon necessary in order to 
secure the absolute command of certain classes of goods ’ Among these classes weie 
copper, lead, and zinc, and outstandmg as an example of ‘more energetic action’ 
was the Australian control of base metals. 

“ Ibid., para. 327. 
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or wholly produced within the British Empire. It enumerated the 
chief items of the imperial monopoly — Canada’s nickel and cobalt 
and asbestos ; New Zealand’s kauri gum and phormium fibre ; South 
Africa’s diamonds and ostrich feathers, India’s ]utc, the palm 
products of West Africa and the jilantation rubber of the eastern 
colonies. In addition, the Empire pioduccd over 40 per cent of the 
world’s wool, and 60 ])er cent, of its merino wool What should the 
Empire’s policy be with regard to these first-categor^^ products ? 
The commission chose its words deluiately. 

‘It is not difficult’, it reflected, ‘to imagine situations, even in times 
ofp eacc, in which it might become deMrable to use the possession of these 
assets as an instrument of commercial negothition. Tfio practical mono- 
poly of potash wdiieh Germany ]»oss»ssert has enabled her to exert 
pressure on other countries in the past. Tljc possession of a^^sets such 
as the Canadian asbestos and nickel supplies could be usesl in the Biitish 
Empire as a means of economic detiuice 

Economic defence — it is to an im[)artial eye too much a phrase of self- 
justification , economic struggle w^ould have been more mattor-oT 
fact. What the commission was leally suggesting (but the legalistic 
word had not yet become po])ular) w'as that the British Empire should 
(most politely) use its monopoly powers to impose ‘sanction.s’ on 
behalf of its own interests 

In the commission’s second category were comprised all those 
commodities of which the Empire’s consumption was roughly equiva- 
lent to the Empire’s production. But this equivalence did not mean 
actual supply ; many Empire producers of these commodities sold to 
foreigners , more Em]urc consumers of them bought from foreigners. 
Here was an ojiportunity of shaping economic activity into a satis- 
factory conformity with the ])olitical relationship. In the emergency 
conditions wliich were likely to follow the war there would probably 
be world shortages of things like mutton and beef, butter and cheese , 
these shortages would be most acute on the continent of Europe, and 
governmental activity w'ould be necessary in order to keep the good 
things of the Empire inside the Empire. The long-term problem 
would be to eliminate from the United Kingdom market Argentinian 
or Danish or other foreign suppliers of commodities which the 
Dominions could supply.^ ^uch a policy was well calculated to please 
Dominion producers of these particular goods, for a sheltered market 
which is also a sufficient market has rare attractions. The attractions 
would appear less obvious to the consumers of the United Kingdom, 
and to those classes of its people which had trade connexions with 
^ Ibid , para. 33 ^) ^ Tbid , para 342 
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Denmark or investments in Argentina. They would also appear less 
obvious to producers of first-category commodities, who were depen- 
dent for their prosperity on the purchasing power of consumers out- 
side the imperial ring. The commission thought it wrong that 
economic enterprise should wander outside the ring except under the 
direct pressure of necessity. There were certain commodities whose 
origin and eventual destination were both within the Empire, but 
whose industrial transformation had in the past given occasion for 
undesirable deviations outside the political frontiers. These unneces- 
sary and dangerous wanderings from the strait and narrow path 
which led from Empire producers to Empire consumers must be 
stopped.^ 

There was, finally, a third category of commodities, in which 
Empire jiroduction was inadequate for the supply of Empire demand. 
Here foreigners brandished the weapon of restriction and the Empire 
lived under menace.^ How should the Empire defend itself? What 
must it do in order to safeguard its * economic independence’? It 
must be both resolute and versatile. There were some shortages 
which it might make good ; there were, on the other hand, wasting 
assets — petroleum probably was one of these — whose decline could 
not be arrested. The first need was a detailed exploration of all 
possible resources. The second need was conservation. Thereafter 
a varying strategy must be employed. A long-range forestry plan 
persistently pursued throughout a generation or more would in the 
end make the Empire self-sufficient in timber and other forest 
products. In other spheres far quicker results could be achieved. 
Cotton was the outstanding examjile among agricultural crops whose 
harvests could rapidly be increased by making sufficient provision 
for research into climate and soil, by the wise direction of investment, 
and by the planning of productive technique.^ But the commission 
realized that, even when science and policy had done their best, the 
Empire would still be unable to supply from within its own frontiers 
some of the commodities of which it had economic need. ‘In such 
an event’, it suggested, ‘further investigation or research would be 
necessary to produce possible substitutes.’^ It cited as an example 

^ Cd 8162, para 347 Zinc was an example of a commodity iinpoitant foi iriduatry 
and defenco which had thus wandered the Australian product had been woikod up 
in Germany (this had been stopped), the Canadian product had been worked up in 
the XTnitcd States (and this was not yet completely stopped) 

^ Ibid , para. 332 

® Ibid , paia 362 The United States supplied then 70 per cent of the crop, and 
nearly all the spinning machinery of Lancashire was adapted to American cotton, 
there was at the time a world deficiency of cotton 

* Ibid , para 365. 
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the production of nitrogen by fixation from the air, wliich had enabled 
the Germans to compensate themselves for the interruption of 
Chilean supplies. Might not the Empire similarly make itself eco- 
nomically independent of German potash by producing a substitute 
from Canadian kelp ? The commission did not press ojitimism to an 
extreme. It admitted the possibility that no adequate substitutes 
might be found for some commodities, such as platinum and quick- 
silver, which were of great economic and military importance and in 
which Empire siqiplies fell short On the commission’s premisses of 
‘economic defence’ in a world of strTe, the logical remedy lor these 
deficiencies was, by conquest or othei means, to increase to the extent 
necessary for self-sufiicioney the supplies under the Empire’s (‘ontrol. 
But logic so drastic as this, if it finds expression at all, is more likely 
to express itself in action than in a public do«. ument. The commission 
was content to recommend that Gre.it Britain should by a judicious 
diffusion of capital investment multiply the toreign sources of supply , 
it was unlikely that a number of scattered nations would have the 
will or the power to take concerted action of a kind to endanger or 
inconvenience the Empire.^ 

In a series of chapters ba.sed u])on its careful jireparatory studies, 
the commission dealt concisely and realistically with research, 
migration, communications, marketing, commercial practice and 
legislation, development, investment, and other important topics. 
The specialist student of any one of these topics will find it worth 
his trouble to examine the aj^propnatc section of the report and the 
evidence on which it was built But we are concerned here with the 
governing ideas which infoiin every section of the report. No docu- 
ment of modern times has stated with such conviction, ability, 
logical consistency, and grasp of fact the argument for imperial self- 
sufficiency. And yet the argument broke down. It broke down 
because its impressive logic was built upon two assumptions which 
had no sure foundation in historical reality. The commission assumed 
that the distinct self-governing communities of the Empire had the 
will to shape themselves as a single economic unit. It also assumed 
that they had the power to do so. 

The commission carefully refrained from making any immediate 
political or constitutional suggestions which might be thought to 
threaten the national self-government which every Imperial Confer- 
ence acclaimed as the glory and strength of the free Commonwealth 
of Nations. Yet it did not doubt that tins confederate Commonw ealth 
was willing to pursue permanently, through all its economic ramifi- 

^ Ibid , para 369. 
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cations, the power policy of a unitary empire. It assumed the exis- 
tence of a single imperial purpose which needed little more than expert 
guidance to make itself effective. It planned the erection of an 
Imperial Development Board to give this guidance. Some day, per- 
haps, the nations of the Commonwealth would entrust to this 
authority a part in the actual shaping and ordering of their economic 
destinies.^ There was no sound basis for this prediction, nor for the 
speculations which had preceded it. The trend of historical develop- 
ment — if the abnormal emergencies and efforts of the War had not 
concealed it from the commission — pointed plainly in an opposite 
direction. No sooner was the War over than the Dominions hurried 
to secure the title-deeds of their separate nationhood , within a few 
years they had broken down the emergency institutions and practices 
which had for a brief period created the impression of a unitary 
structure in foreign policy and war - It was certain, despite their 
agitation for imperial preference, that they would reject a unified 
economic system no less emphatically than they had rejected the 
unified political system. Their self-government had always signified 
to them ‘the national system of political economy’. The Common- 
wealth of Nations, in its economic aspect no less than in its ])ohtical 
one, was taking shape — to quote Mr. Baldwin’s phrase — as ‘a net- 
work of contacts’.^ This network was intricate and intimate; but 
neither the Dominions, nor Great Britain herself, intended that it 
should be a steel mesh after the pattern drawn by the Dominions 
Royal Commission — a mesh which would drag the parts of the 
Empire so closely together as to snap many of the threads which 
joined them severally to the external world.'* 

The nations of the Commonwealth lacked the will to hishion 
themselves as a self-sufficient imperial unit. They also lacked the 
power to do so. The geographical situation of Canada as a neighbour 
of the United States on the North American continent should by 
itself have demonstrated to the Dominions Royal Commission the 

^ Tho Jinpoiial Development Board would be advi>.ory ‘at the present stage’. But 
the coinmissK)!! would ‘hesitate to lostiiet the future activities of a new and to some 
extent expenmental organization Jf at some future time tho Governments of 

tho Krnpiio ilesire to delegate any administrative duties to it, we soo no infierent 
difriculty in giving effect to such a wish ’ Tho composition of the lioard was to be. 
seven members appointed by the United Kingdom (to represent not only itself but 
India and the Crown Colonies and Pioteetoiates) and one member from each of the 
five Dominions The head-quaiters of tlio T?oard wore to bo m London, its expenses 
to bo mot by the different parts of tho Empuo in proportion to their trade and 
revenue. See this Survey, vol i, ch. n. ® Ibid , p 28. 

* See p 97 above on the Balfour of Burleigh repoi t And soo below. Chapter III, 
section iv, for the record of experience following tho far loss ambitious plan of 
Ottawa 



Soct. V PERSPECTIVE VIEW 105 

impossibility of its scheme But perhaps the situation of Canada was 
an exceptional one. It will be fairer to follow the commission’s own 
argument, and to mark the place where it broke down. The whole 
argument hinged upon the classification of commodities into three 
categories ^the category of monopoly- advantage or at least of 
surplus, the category of plain sufficiency, and the category of insuffi- 
ciency. On the premisses of imperial self-sufficiency the second 
category presented the easiest problem , there existed a natural 
balance between the Empire’s jiroduction and its needs ; all that 
statesmanship had to do was to eliminate the foreigner who com- 
peted in the Empire market. Yet jt w^julJ hardly be sui prising if 
the foreigner thereupon eliminated himself as a purchaser ot those 
products — including the manufactured articles ol the United King- 
dom — of which the Empire had sur])luses "I’lie commission imagined 
that the chief problem was to mo^ea^e the supply of commodities in 
the third category, whereas the chief problem was to provide or 
preserve an outlet for ]>roducts m the first categoij — for Canadian 
wheat and Australian w^ool and British manufactures and coal. 
Moreover — whether by the forcing effect of marketing shelter, or by 
virtue of natural expansion m a wude empire not yet fully developed 
— it was not unlikely that certain commodities in the second category 
would outstrip the capacity of the imperial market and thus find 
themselves m the first category. This, in the kind of w^orld envisaged 
by the Dominions Royal Commission, would not be an unmixed 
blessing. Tiiere was really no justification for assuming that an 
iinponal surplus of any commodity was a reliable weapon of economic 
warfare. Other pow'crs would jiresuinably be pursuing the same 
measures of ‘economic defence’ as those which commended them- 
selves to tlie British Empire. Their natural resources might be less 
bountiful, but there was no reason to suppose that they would not 
win considerable success in their struggle for economic independence. 
There was every likelihood that the}^ would be equally persistent and 
ingenious m tlicir efforts to sujiplant foreign imports by intensified 
domestic production of the same articles, or by the discovery of 
substitutes. In these circumstances the weapon with which the 
Empire-monopolist faced his enemies might reveal itself to be a 
boomerang It would need only a slackening of demand and a fall 
of prices — for wool, or wheat, or rubber, or palm products, or cotton 
goods, or coal — to remind the })Coplcs of tlie Empire how much of 
their prosperity, how much even of their power, had grown from 
their free economic collaboration with tlie world -wide society of 
nations. An imperial self-sufficiency which closed the British market 
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to Danes and Argentinians might be applauded by Australian 
producers ot buttei and beef; but an imperial self-sufficiency which 
left Yorkslnremen to compete unchallenged at the wool sales would 
undermine the foundations of Australia's strength. The argument 
for imperial self-sufficiency would sound less attractive when closer 
insjicctiori revealed it leading to the conclusion that the imperial 
market was, or could be made, sufficient — a conclusion ffintastically 
at variance with the economic history and existing economic struc- 
ture of Canada, Au.stralia, and Great Britain itself 

How came it that the realism of the Dominions Royal Commission 
led towards sudi fantasy ? The answer is that its realism was one- 
sidedly political It comyiosed its picture of human society to fit the 
lines of a single dominant pattern — the pattern of international 
political conflict. It assumed with Hobbes that the political units 
into which human society is divided face each other perpetually in the 
posture of war. Possibly it was right. It assumed also that the 
economic activity of modern society could be frozen into the same 
posture. It assumed the infinite malleability of tlie men and women 
who were earning their livings in the Dominions, and it assumed 
identity of scale between the economic environment in which they 
were working and the political environment of the Empire. These 
assumptions conflicted with the facts of history and geography. 
There are economic frontiers no less than political ones. Even the 
masters of raison d'etat, even the present-day dictators of totalitarian 
states who command unprecedented resources of science and techno- 
logy and the enthusiastic obedience of vast masses of men, have 
something to learn from a reading of Adam Smith. 

Mercantilist economics, Schmoller said, meant state-building. The 
Dominions Royal Commission jilanned consciously or unconsciously 
the building of an imperial state. Even though the plan came to 
grief, it demanded serious examination It was a serious enterprise 
of thought. There were however other enterprises whose content of 
thought and purpose was frivolous and vulgar. In a nation where 
rising business men have traditionally dignified their new wealth by 
acquiring the status of a landowning gentry, the conception of devel- 
oping an ‘ imperial estate ’ was easier to grasp than the conception of 
building an imperial State, Was not Great Britain a business nation 
with vast landed jiossessions in Africa and elsewhere ? The self- 
governing Dominions were no longer possessions ; they could refuse to 
conform to a unitary plan of imperial wealth and power ; but the de- 
pendencies could be made to conform. A propagandist body called the 
Empire Resources Development Committee attempted to bring home 
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to the Britisli government and people a realization of their vasi oppor- 
tunity. Among the members of the committee were peers, a poet, 
industrial and financial magnates, members of parliament, and five 
ministers of the Crown.i These gentlemen limited their prq^osals to 
the Crown Colonies, the Protectorates, and India, because these places 
were in their opinion unlikely ‘ever to lecoive any large measure of 
self-government, and tlierc will be the less difficulty in regarding them 
mainly from the stand])omt of estates of the Crown’, ^rhey^found 
out later that they had made a rni take with regard +o India, and 
narrowed their scheme to the area the c rown (^olonics ‘ind Protec- 
torates. Their great idea was tliat these territories should p* ly off 
the British war debt In order that tins might be acbieved, their 
resources must be develo]>ed by ‘^tate’ — not by the local 

governments, not c\ en 1)\^ the mi[)tTial rnment, but by corpora- 
tions of practical business men acting on behalt of the imperial 
government and jiaying into tlie ]>ntish treasury ‘an elequate share ’ 
of the profits ‘Tinnk what ’t would mean’, exclaimed a parliamen- 
tary member of the committee, ‘ if all the products of West Africa, 
mineral and vegetable, were controlled for the benefit of the Empire 
as a whole f Think how liuge is the potential profit which could be 
devoted to the service of the Emjure’s debt! ’ Moreover, think wdiat 
it would mean to tlie natives of West Africa * It would be ‘ a splendid 
means of facilitating the civilization of the natives, as their labour 
would be harnessed to the chariot of progress and productiveness’. ^ 
‘The native population of our tropical possessions’, argued another 
member of the committee,^ ‘may properly be included in any review 
of our undeveloped national assets ’ Why not ? It would no doubt 
be necessary to proceed to ‘the elimination of the slacker’: when 
this was done, the natives w^ould play their part in the great game 
of imperial progress Was it not just that tliey should do so ? Were 
they not enjoying the benefits of British civilization ? Should they 
not therefore ‘bear tlieir share of the Imperial burden?’. ... It is 
pleasing to reflect u])on the increasing loftiness of the moral senti- 
ments of the Empire liesoiirces Development Committee. It began 
to speak m the language of the sacred trust. ‘You men in the British 

* Tho jirogranimo of the coiniTiittee was published on 29th Januaiy 1917 with 
thirty-thice signatures 

* Alfred Bigland, ‘The Einpuo’s Assets and how to use them’, Journal of the 
Royal Socirty of Arts, .30th Mai eh 1917, vol Ixv, p. 358 The author was an M P , 
and oil and fats eontroller during tho War 

® Tho hCiTetaiy of tho Empire Rosoiirees Development Committee and its most 
prolific pamphleteer— Mr H Wilson Fox, M P Typical articles from his pen arc 
in The Times, 28th and 29th September 1917, The Nineteenth Century and After, October 
1917, and United Empire, January 1918. 
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House of Commons ^ cried one of its impassioned orators, ‘are 
trustees of an estate of untold wealth.’ And he added: ‘We in the 
British Empire should make a fortune out of the food fish of the 
world.’ There was a fortune in the sea; there was a greater fortune 
in West Africa; the poor jieople of England were awaiting the 
imperial enterprise which would gather in these fortunes. ‘I want to 
use these resources’, the orator continued, ‘not only for the produc- 
tion of wealth, but as a weapon in the defence of our working classes 
that we liave heard so much debated.’ Tlie metaphor of ‘a weapon’, 
having shjiped into the speech, stuck there. It very nearly punctured 
the metaphor of ‘ the trust ’. Tlie orator begged his audience to think 
of the resources of the British Empire as a wonderful weapon for 
dealing with ‘ all the other countries where they have Parliamentary 
government’. ‘We have more to bargain with’, he concluded, ‘in 
tlie raw materials of the Empire . than any of our civihzed 
competitors.’^ 

There were members of the Empire Resources Development Com- 
mittee who must have shuddered as they heard or read this farrago 
of cant and greed ; but its vulgarity of phrase did no more than under- 
line the vulgarity of idea always present in the committee’s propa- 
ganda It would be flattery to rejiresent the propaganda as a revival 
of mercantilist thought. It represented yiopular economic superstition 
at its very worst , it was a kind of witch-doctoring, or ju-ju economics. 
The mercantilist thinkers possessed some idea of a social ‘ mechanism ’ 
whic'h could be manipulated m the interests of the State, and they 
handed this idea on to the natural law jihilosophers, such as Adam 
Smith, who made it the basis of a science — although the basis was 
not always pJiilosoplucally conceived by the economists themselves. 
But much ordinary thinking about economic phenomena is still in 
a stage anterior to Smith and to the mercantilist writers also It has 
no idea of the limiting conditions imjiosed u])on action by ])hysical 
environment and by tliose habitual regularities of conduct which 
arise from ‘the natural disposition of mankind’ and from historically 
formed circumstance. It regards law as an incantation and feels sure 

^ Soo House of Commons JJehafes, 5t}i Renos, vol cxii, cols 408 3:i, for tho full 
debate (Kith Kcbuiaiy 1919). Tho speech quoted jr m cols 419 ff. The note of 
proletaiian sympathy in it is echoed by another speaker, wlio said that empire 
development ha<l ‘gieat possibilities for labour’ — including high wages, secure em- 
ployment, and a six-houi \^orking day. But Mr L S. Ameiy, in replying for the 
government, utteied ‘a woid of warning’ He promised indeed that tho government 
would give careful consideration to the committee’s proposals and would establish 
a select committee tor this puiposo, but he declared that there ought to bo no con- 
fusion between ‘our interests as representing tho taxpayers of this country and our 
interests as trustees for millions of people on a lower plane of political development’. 
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that physical force can solve all awkward problems. Like the hey- 
presto performances which delight pleasure -seekers at sea-side re- 
sorts, it appeals to a people which is periintting itself to enjoy an 
intellectual holiday. Rut the intellectual holiday of the War was 
a grim and joyless afTair, and performances like those of the Emjiire 
Develoi)ment Board apjiealed to the sjute and greed of the masses, 
not to their good nature. 

Yet the critical historian ought not to lay a one-sided emphasis 
upon ‘tJie crimes and follies of mankind’. He may hope by exposing 
them to make their recurrence les- hkely, but he will fail to do so 
unless he recalls the circumstancLS which gn e rise to them, the 
maladies of which they are symptoms, and the healthy force' > which 
resist them. The danger of defeat through the iiitm rujitiori of supply 
was a real danger of the CTreat VV’^ar , esca]>e was by a narrow margin , 
it was natural that sujiply should become to manv people an obses- 
sion. Similarly, the comradeship of the Dominions and the loyalty 
of the Dejiendencies were real , it was natural and right that the 
revelation of this reality should pioduce a lively enthusiasm for the 
Empire But the enthusiasm was too often uniiist meted. This 
opened the way for ignoiant men to advertise their private ms [lira- 
tions and for greedy men to pursue their private interests The 
masses of people who swallowed the lamentable projiaganda of the 
Empire Resources Development Committee (and no doubt some of 
the ]iropagandists themselves) were guilty rather of sincere silliness 
than of deformed greed And those forces m the naBon which resisted 
the propaganda were moved to do so, not merely because of their 
moral qualities, but because they commanded reliable information. 
The resistance was led by two resolute organizations which had 
first-hand knowledge of West Afru‘an conditions. One of tliese 
organizations was the Association of West African iMcrcliants, w^Iiose 
head-quarters were at Liverpool These merchants maintained that 
a return to the policy’ would not merely threaten the 

political foundations of British rule, winch rested upon the goodwill 
of the African population and in the last resort iqion standards of 
humanity and justice ; it would also threaten the real interests of 
British trade, which rested upon the same goodwill and upon the 
established system of African peasant production.^ The merchants 

^ Seo The Kconomint^ 22nd December 1917 a lengthy memorandum .sets out the 
viewH of the Association of West Afiican Merchants. In recoiding theun f do not 
intend to prejudge the economic and social is-.ues involved m the discussion of the 
lelative merits of peasant and plantation economies (see Pait IT of this Volume) The 
Empire Ko.sourccs Development Committee had, of course, raised much mder and 
deeper issues. 
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were .supported by the missionaries, and by the Aborigines’ Protection 
Society. This alliance had deep roots in history. Three generations 
earlier, the missionaries had summoned ‘legitimate trade’ to under- 
take in West Africa the task of driving out the slave-trade They had 
also summoned government. Now, as then, the alliance of the 
missionary and the decent trader needed for its completion a third 
jiarty — the humane administrator. At the end of the Great War 
a great West African administrator was already at work restating 
the objects of this hi.storic alliance in hi.s theory of the dual mandate. 
While the British government was very gently, and not without some 
dubious compromise, bringing the propagandists of colonial exploita- 
tion to their senses,^ Lord Lugard was publicly and mercilessly 
assailing them.^ 

But by this time the Great War was over. It had violently 
quickened the pace of change, both political and economic change, 
within the British Empire. It had forced into the open the conflicts 
of interest and of idea which would accomjiany that change and 
drive it forward. But it had given a distorted impression of the 
conflicting elements, and of the direction of change. In many 
respects it was destined to follow a direction which few people had 
envisaged during tlie years of struggle. The War had presented to 
the Empire in sharpened definition problems whicli it would still 
have to face in the future , but it would have to face also the many 
other problems presented to it out of the long history which has been 
sketched in this chapter 

^ See p 108, note 1, above, and Cliapter II, woetion i, below 

^ See Ina article in T/ie Nineteenth (Jentnry and After, vol Ixvxviii, pp 239-r).5 
Its ruthless exposure of ethical and ocononiic fallacies may be coin mended to those 
who may think that tho present wiiter has been too unkind it coi responded fairly 
closely m time with Mi J M Keynes’s criticism of tho wild economic fallacies which 
had expressed themselves m the reparations settlement Both signified a reassoition 
of reason against mcantation. 
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THE END OF THE WAR 

I 

Great Britain and Her Dependencies 

In the closing months of the War two separate torrents of emotion 
were driving the peoples and their slatesmcn There was the torrent 
of war fury, and the torrent of ]>caee feivour. Thc^ former can led on 
its surface the ideas of ‘economic deTence’, — of national or imperial 
self-sufficiency; the latter carried on its .surface the theory of an 
international economic order. This theory was empliatically restated 
m the peace speeches of President Wilson In the third of his fourteen 
points, the President demanded ‘the removal, so far as possible, of 
all economic Viarriers and the establishment of an equahty of trade 
conditions among all the nations consenting to the peace and 
associating themselves for its maintenance ’ In his fifth 7)oint, lie 
demanded ‘a free, open-minded, and absolutely impartial adjustment 
of all colonial claims’, based upon rcsjiect for the interests of colonial 
populations The Allied nations found themselves committed to the 
promise that there should be ‘no annexations, no contributions, no 
punitive damages’. This might have been awkward for them. They 
yearned for peace and justice ; but they wanted the fruits of victory.^ 
Conscience came to their aid. They were jiledged to President 
Wilson’s principles , but they interpreted them m the light of their 
conviction that they were guiltless of the war and that the Germans 
were guilty. They told a protesting Geimany that slie had committed 
‘the greatest crime against humanity and the freedom of peoples 
that any nation, calling itself civilized, has ever committed’. They 
agreed that there must be justice, but ‘justice for all’ . . . reparation 
for those who had suffered at Germany’s hands, and yninishment of 
the criminals who had most flagrantly sinned against humanity ^ 
Their theory of atonement expressed itself in the reparations and 

^ See A History of the Peace Conference of Par?.?, ed H W. V Tomperloy (Oxford 
University Press, 1920), vol i, pp. 431 fT , foi President Wilson’s pronouncements 
On the question of colonies, Mr Lloyd George wont oven farther (ibid , \ol ii, p 227) 
m his speech of 5th Januaiy 1918. ‘The general principle of national self-determina- 
tion IS as applicable m their cases as in those of occupied European tonitoiies ’ 

* Op cit , vol. 11 , p 11 The Allied Reply, dated 16th June 1919, to the German 
counter-proposals of 29th May 
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punitive chapters of the peace treaty,^ They based the colonial 
settlement which the treaty imposed upon a distinct, but very similar 
theory. Like the Germans, they appealed to President Wilson’s fifth 
point. But they refuted the German reading of Germany’s colonial 
record. ‘Germany’s dereliction in the sphere of colonial civilization ’, 
they said, ‘lias been revealed too completely to admit of the Allied 
and Associated Powers consenting to make a second experiment and 
of their assuming the responsibility of again abandoning thirteen or 
fourteen millions of natives to a fate from which the war has delivered 
them. 

Germany, therefore, lost her colonies. But the Allies were pledged 
not to annex them. They escaped from their difficulty by instituting 
the mandates system. General Smuts, who had done much to popu- 
larize this plan, did not originally intend that it should apply to the 
ex-German colonies in Africa. The Australians and New Zealanders 
vehemently contested its apjilication to the ex-German colonies in 
the Pacific German South West Africa and the Pacific territories, 
therefore, were jiut in a class by themselves as C Mandates Under 
German rule tliese territories had been in the open-door colonial 
area ; they were now withdrawn behind doors which were closed at 
tlic will of South Africa, Australia, New Zealand, and Great Britain 
herself ^ 

This was hardly an auspicious beginning for the new system which 
had been designed to safeguard the interests of colonial populations 
and to guarantee, m the colonial sphere, ‘an equality of trade con- 
ditions among all nations consenting to the peace’ Yet it would be 
false to regard the whole mandates system as veiled annexation and 
monopoly It did represent an important advance upon former 
attempts to secure by international convention a just colonial order 
It provided, what hitherto had been lacking, a regular means of 
testing the performance of colonial administration by the standard 
of obligations which morally and legally were binding upon them.^ 

^ Chapters VTT and VTII Ailiele 227, providing for tho trial of William Hohon- 
zollern, throws a particularly vivjfi light upon tho theory of justice refoirod to above 

^ Op oit , \ol 11 , p 301 From the document of 16th Juno 1919 

^ Gicat niitain was directly implicated in the disposition of the Paeifie Island of 
Nauru, with it.s rich phosphates Tho Mandate was conferred on ‘ the Ih dish Empire* 
on 7th May 1919 On 2nd July three goviunments of tliat Empire, the United iLng- 
floin, Austialia. and Now Zealand, took it upon themselves to cone hide an agreement 
making themselves jointly responsible for the administration of Nauru and securing 
to themselves a joint monopoly of its phosphates This agreement called forth severe 
labour and liberal criticism in the House of Commons on 16th June 1920 

* Tho Permanent Mandates Commission tests the mandatory power under the 
heading of ‘equality of opportunity for the trade and commerco of other members 
of the League’ by searching questions under five heads . . . concessions, land tenure. 
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The ex-Cerman colonies of Africa, with the exception of South West 
Africa, became B Mandates, still pledged to the principle of the open 
door. The Covenant of the League contained no such pledge binding 
upon the A Mandates which had been carved out of the Turkish 
Empire. But the pledge was instituted in the individual instruments 
which, in 1920, allocated these territories to the administration of 
Great Britain and France. 

It thus became evident that the struggle between opposing ideals 
and policies was not suddenly concluded by clear-cut decisions based 
on principle. In the colonial settlement at Versailles, the Wilsonian 
principle was always professed, sometimes evaded, and sometimes 
applied. There is a similar story to tell of the colonial policy of 
Great Britain during the first years of peace. The word ‘trusteeship’ 
came into fashion, but policy was hammered out in a struggle between 
men who stood for a system which \\ as consistent with this word, and 
men who, standing for a dittorent system, appealed to the ideal of 
trusteeship in vague and lofty perorations. 

The gentlemen of the Empire Resources Develojiment Committee 
still kept bringing economic rabbits out of their imperial top hats. 
But the British audience was ceasing to ayiplaud their performances. 
They found themselves, therefore, compelled to discontinue their 
more ambitious tricks. The trick of the vanishing war-debt and the 
six-hour day and two months’ holidays for eveiy British working- 
man — achieved scientifically and without dece])tion by exploiting 
the resources of the British colonies — no longer figured on their 
programme. But there was quite a modest item with yialm-kerncls 
to which they were particularly attached To their joy, the British 
government itself undertook direct responsibility for this performance 

The history of the palm-kernels project may be traced back to 
June 1915, when the government appointed a committee ‘to consider 
the present condition and the prospects of the West Africa trade in 
palm kernels and other edible and oil-producing nuts and seeds, and 
to make recommendations for the production in the United Kingdom 
of the industries dependent thereon.^ The West African sections of 

mining rights, tho fiscal regime, and customs regulations Mandatory governments 
are, however, considered to be m general unfettered with regard to essential public 
works and sei vices, tlie disposition of monopolies of a purely fiscal character, and 
adminihtiativo direction of cnteipnses for the dc\elopment of natural resources 

^ Cd 8247 of 1916 Mr (later Sir Arthur) Stoel-Maitland was chaiirnan of the 
committee otlier membeis were Piofessor Dunstan, Diioctor of tho Imperial Insti- 
tute, Mr T. Worthington of tho Board of Trade, and tw’o West African governors. 
Sir Frederick Lugard and Sir Hugh Chffoid Tho latter had to return to Africa before 
the report was signed. Mr. T. Wiles, M.I* , signed a rmnonty report expressing 
radical dissent. 
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the chambers of commerce in London, Liverpool, and Manchester 
had asked foi the investigation. These bodies were justifiably per- 
turbed by an interruption of trade. The West African palm tree 
produces a versatile fruit , its pericarp yields oil which is extracted 
by the native population ; its kernel yields oil winch is extracted by 
oriisliing in the mills of industrial countries. Palm-kernel oil is used 
chiefly in the manuhicture of margarine, soap, and compound lard ; 
it has in addition a variety of other employments, for example, as 
a flux m the tin-plate industry The husk of the kernel, after crush- 
ing, can be employed in the manufacture of feeding-stuff for animals. 
German farmers, before the War, had learnt to appreciate the value 
of this feeding stuff. For this and for other reasons the trade in jialm 
kernels had established its chief market in Hamburg Germany 
became the centre of the crushing industry; Holland attracted to 
itself the manufacture of margarine. This international dispersal 
of the industry was interrupted by the War. British traders and 
shipjiers iiad to find a new market to take the place of Hamburg. 
Tlie committee of inquiry reported that the market could be estab- 
hshed in Great Britain, provided the crushing industry was also 
established there. 

The argument seemed a reasonable one ^ But the committee pro- 
jected the necessities of war into the design of the future peace ‘ The 
question at issue’, it declared, ‘is between Germany and the United 
Kingdom ’ Before the War, the Germans had enjoyed hospitality in 
the British colonies and had abused it. They would do the same again 
if they were given the chance. They must not be given the chance.^ 
This was precisely the logic which inspired the resolutions of the 
Allied Economic Conference at Paris in June 1916 ^ J^ord Balfour of 
Burleigh’s committee on ‘commercial and industrial policy after the 
war’ approved it, and suggested that the West African example 
might be followed m other parts of the Empire also — for example in 
India ^ The suggestion did not go unheeded. In 1918 a committee 
appointed by the Board of Trade proposed that ‘the attention of 
the Indian government be called to the opportunity offered by 
India’s monopoly in the jiroduction of jute to safeguard for the 
British Empire and its Allies the supplies of the fabric’. The com- 

^ Tt was, howovor, tho view of Iho Econoimut (vol Ixwiv, p. 986) that the problem 
of coinmernal distribution and industiial production would isolvo itself if tho real 
omcigcncy of treight-shortago could bo rnoL .successtully. Actually at tho onil of 1917 
crushing mills in b]ngland were idle because they could nob procure kernels (ibid., 
vol Ixxxv, p 729) 3 Cd. 8247, pp. 21-2 

’ Cd 8271, ‘to conberve for the Allied Countries, before all others, their natural 
resources . . Cd. 9034 of 1918, paias 4, 21. 
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mittee’s idea was that Empire countries should securo jute on the 
best terms, allied countries on terms perhaps not quite so good, 
neutral countries on whatever terms they could get by bargaining, 
and enemy countries on no terms at alld The same idea expressed 
itself in suggestions for the handling of Nigerian tin and Indian 
hides. The last two suggestions were put into practice contem- 
poraneously with the j)cilm-kernei policy All th(‘ suggestions were 
put forward, not merely to meet a war emergency, but to initiate 
a new commercial system for times of peace. Thc.se facets make it 
clear that the palm-kernel jiolicy caonot be treated as an i.solated 
episode; the ‘que.stioii at issue' was not merely a struggle ‘between 
England and CJermany', it was also a struggle between the idea 
of monopoly and the idea of mandate. 

The committee on palm kernels had suggested a practical mechan- 
ism for putting into efteet- the pnrj)o,o whiuli it approved. It sug- 
gested that an export duty of ],er ton be imposed and continued 
for five years after the War, with a rebate m favour of the United 
Kingdom ‘If a duty of £2 per ton be found insufficient to divert 
the trade to this country,’ it added, ‘the amount should be raised 
until the duty is adequate to effect its pur])Ose, and this determination 
should lie made clear from the outset The committee’s proposals 
were at once debated m the House of Commons ^ Liberal and Labour 
spokesmen attacked them as a departure from tlic traditions of 
British colonial policy They maintained that a restriction of the 
market would depress the price to the detriment of the West African 
natives, and that it would be also an abuse of jiowcr to the detriment 
of world commerce, including the commerce of Croat Britain’s allies 
CJiampions of the policy complimented these speakers on their ‘very 
fine exposition of the doctrines of the obsolete Manchester school’. 
‘Those regions,’ said Mr Mackinder, ‘ought to be treated as assets 
of the Empire. If we keep the pax Bnfannica throughout vast areas 
of the world . . ., then we are entitled to treat those regions as im- 
perial estates.’^ The government spokesman, Mr. Bonar Law, did 
not take such a defiant stand. He promised that the export duty 
would not be imposed against France during the course of the War, 

^ Cd. 9070 of 1918 Nefommendation of Departmental Committee appointed bi/ the 
Board of Trade to eonmder the Textile Trada after the IVar, p 12.5 ‘To tliih oml we 
recommend tlie imposition of an expoit (luty (£5 per ton has boon suggested by 
expert wifnesbos) on shipments of raw jute fiom India to all destinations with a total 
rebate m favour of the British Empire, total or giadnated lebates in favour of the 
Allies, and gradiiate<l rebates m tavoui of .smh neutral eoiintnos as may offer 
recipioeal concessions ’ ® Cd 8247, p 22 

* House of Commons Debates, 3rd August 1910, 5th senes, vol Ixxxv, cols 551 tl. 

* Ibid , col 573 
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though he made it clear that Holland could hope for no exemption 
from it. Ho argued that the crushing industry could not be estab- 
lished in Great Britain unless capitalists were given a long-term 
guarantee of security. But he denied that any harm would be 
inflicted on the West African natives. To sujiport his denial, he 
appealed to the authority of 8ir Frederick Lugard.^ He assorted 
that the government remained unshakably loyal to the best traditions 
of colonial trusteeship. It was not instituting any new principle. 
Had there not been in existence since 1903 a preferential export duty 
on tin ore produced in the Federated Malay States, to prevent the 
ore going to foreigners ? Had not the previous government, a liberal 
government, been ready to impose a similar duty on Nigerian tin ? 
Why had there been no protests from the champions of the ojien 
door against these measures 

These were awkward questions to answer. The champions of the 
oyjcn door said that they had not been aware of the Malay precedent, 
or had not realized its significance ; and as for the duty on Nigerian 
tin, they had lieen biding their time until it should actually be im- 
posed. Their self- justification was not completely effective. Yet they 
were right in judging that the palm-kernels scheme was, in its 
origin and tendency, connected, as the Malay incident had never 
been, with a deliberate attack upon the liberal colonial pohey of 
Great Britain Throughout the remaining years of the War they 
])rotested against it yiersistently, and succeeded in eliciting from the 
government assurances that it was in no way associated with the 
vast projects of the Empire Resources Development Committee ^ 
Meanwhile, the machinery of the Colonial Office w^orked very slowly. 
The yireferential exyiort duty did not come actually into force until 
October 1919 ^ By then, circumstances were no longer so favourable 

^ Lord Lugard gives some aeeoimt of this affair, and his attitude with regard to 
it, in The Ihml Mandate ^n British Tropical Africa (London, 1922), pp 268 ff He 
was with rosei vat ions prepared to accept the measure during the war ornorgeney, 
but ho welcomed its iiltimafo with<irawal as ‘the vindication of tho print iple 
that a trustee Power is not justified m arbitrarily restricting the maikots of its 
ward ’ 

^ Jfouie of Commons Debates, 5th senes, vol Ixxxv, col 586 

* Ibid , vol xc, col. 436, vol xciii, cols 373, 461, 472, 871 , vol xcviii, col 280, 
vol. cvi, col 1558, vol cxii, col 1956, vol. cxvi, col 544 

* Board of Trade Journal^ 11th August 1919, announces its forthcommg applica- 
tion ^’ho actual date was 20th October {Hou^e of Commons Debates, 5th senes, 
vol exx, col 607) Ibid , 16th October 1919 for announcement of Oovernment of 
India’s decision to impose a 15 per cent duty on raw hides with a two- thuds lobate 
in favour of the British Kmpiro But the Indian government refused the invitation 
to impose, contemporaneously with the palm-kernels duty, a similar duty on ground- 
nuts {^House of Lords Debates, 5th senes, vol. xxxviii, col 223). 
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to the tendencies of which the tax had become a symbol. The war 
emergency existed no longer. The reaction against the ‘economics 
of siege ’ was rapidly growing. Before long the business community 
would be tormented, not by the difficulty of securing supplies, but 
by the difficulty of effecting sales. Trustceshij), rather than monopoly, 
would become the watchword of practical men. 

The manner m which the preferential export duty was imposed 
made it particularly vulnerable to attack on the principle of colonial 
trusteeship. In the first place, there was opposition in West Africa 
itself. The unofficial members in th(‘ legislative council of the Gold 
Coast shut their ears to the persuasions of their CJovernor and refused 
to make the requested gesture of im])eruil patriotism. The British 
government instructed the Governor to furee the measure through 
against this opjiosition But this was nut all The British government 
was not content with preference it demanded larger advantages and 
guarantees for British industry At its behest, a svstem of export 
prohibition w^as established for iialm-kerncls, ground-nuts, and copra. 
Eight-ninths of the ])alm kernels, and four-fifths of the other two 
commodities, must be reserved for shipment to the United Kingdom 
and nowhere else.^ This, xMr. Amery ingenuously argued, w^as not 
a policy of monopoly, ‘since certain proportions of the commodities 
specified are to be permitted to go to any destination’.^ 

But the government had gone too far. Very soon it scrapped the 
exjiort quota system and contented itself with the preferential duty. 
But this did not save it from embarrassing attack. It did not greatly 
fear the House of Commons, where only forty members attended to 
support the frontal attack ofiened by a Labour speaker on October 
21st.^ But it was severely handled on December 17th in the House of 
Lords. Lord Beauchamp asserted that Great Britain was now desert- 
ing what had hitherto been the cardinal principle of her colonial 
policy, namely that the inhabitants of her dependent territories 
were the owners of the produce of their soil; it was this principle 
which had been the basis of the British protest against the Congo 
scandal. The Archbishop of Canterbury declared that the govern- 
ment’s policy left him ‘with an immense whiff of something like 
the very thing that we were . . . denouncing m the Congo’. Lord 
Emmett, a director of the Niger Company, reminded the House that 

Hotise of Cottunons Debates^ 5th senes, vol cvx, col. 658. 

“ Ibid , col 674 

^ The KcoTiomifit, 1st November 1919 (vol Ixxxix, p, 689). The palm-kernels policy, 
said The Economist, was a ‘pretty commentary’ on the attitude of the Colonial Office 
to the mandate principle, and the attendance m the House was a ‘pretty com- 
mentary’ on parliament's attitude. 
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other empires had fallen through exploitation ; the British Empire, 
he said, could only survive on the principle of trusteeship. Lord 
Crewe agreed that the Empire could not survive if it slipped into a 
policy which would, for the first time, awaken world-wide jealousy 
and resentment. Lord Bryce inquired whether the Government in- 
tended to flout a principle which it had just affirmed in the mandates 
system, and which it boasted to be Great Britain’s own standard, 
and her example to the world. ^ 

To this attack the government spokesman made a stammering 
reply. But the arguments of principle and of the higher political 
wisdom were not in themselves sufficient to effect a clmnge in 
government pohey In July 1921 the government found itself com- 
pelled to grapple with arguments of a different kind. The Undcr- 
^Secretary for the Colonies, Mr. Wood, liad to answer the following 
question from Colonel Wedgwood: ‘Does the Honourable Gentleman 
appreciate the fact that we may lose the market owing to this action 
of his predecessors ? ’ ‘That point’, Mr. Wood replied, ‘has not been 
lost siglit of ’2 He admitted that the prosperity of the West African 
colonies and the British merchants interested in their trade was 
tlireatened by the fall m prices and the competition of otlier tropical 
countries and of other oil-producing products He promised that the 
government would take effective action so soon as it received the 
report of a commission which was investigating West African 
taxation and trade. But British traders were impatient and 
alarmed Early in 1922 Lever Bros complained that British West 
African trade with the Continent was in an impossible position, 
because the French were selling jialm-kernel products at £5 a ton 
and the British could only offer them at £9 a ton.^ The Colonial 
Secretary, Mr. Churchill, jiromised that he would consider witlidraw- 
mg the preferential duty, in the interests of the export trade. On 
4th July 1922 Mr Wood announced to the House of Commons that 
the government had decided to withdraw the duty. The faithful 
chamjnons of the mandate principle who had fought the duty 
throughout six years would have been hardly human if they had not 
cheered their own victory. Colonel Wedgwood invited the House to 
give 111 the future a little more attention to ‘ the situation of all these 
semi-savage peoples who suddenly discovered that they are merely 
cogs in a gigantic trading machine wdiich has suddenly collapsed and 
left them, their raw materials, their produce and their living . . . 

^ House of Lords Debates, .^th soiios, vol xxxviii, pp 221-52. 

“ House of Commous Dehate^t, 5th seiios, vol cxliv, col 196 
Ibid , vol cl, col 2012 (quostion, 4th April 1922, by Mr, Omisby Goro). 
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stranded and helpless.’ Lord Cavendish-Bentinck bade an exultant 
farewell to ‘a piece of bastard imperialism, compounded of national 
exclusiveness and commercial greed of the very worst kind, inspired 
by what Arthur Young called “the spirit of the counter’”.^ 

In the end, it was economic cause and effect rather than moral 
argument which defeated this West African experiment in a new 
imperial policy The economic lesson is such an instructive one that 
it is wortli while to take note of its details. The position may be 
explained by referring to the classification of commodities adopted 
by the Dominions Royal Commission ^ Palm-kernels are a ‘Class I ’ 
commodity — that is to say, the Bntish Empire is on balance an 
exporter of them Since the imjierial market (which means m practice 
the United Kingdom market) cannot absorb the whole of imperial 
production, imperial policy should in its own interests aim at en- 
couraging a general demand for palm yiroducts, and at maintaining 
the comparative strength of British colonial production in the widest 
possible market. For the colonies of Sierra Leone and Nigeria this 
is a major interest. Throughout the whole of their history and up 
to the present day fiaJm-oil and jialm -kernels have rejiresented 
a very high yiroportion of their exports. In 1935 they were still 
two-fifths of Nigeria's total exports and one-third of Sieira 
Leone’s.^ 

In 1916, when the committee on the West African trade in palm- 
kernels reported, and in 1919, when the Colonial Office put into 
effect its recommendations, inexpert economic opinion (to which in 
this matter the Colonial Office conformed) was dominated by ‘hunger 

^ Op oit , vol clvi. cols 24."}, 272. 

^ House of CotnniouH Debates, r)th scm los, vol cl, cold 227 tf Mr. Wood (now inoro 
wnlcly known as TjOitl Halifax) sliows that the palm iii<Uistiy does not satisfy the 
eondifions which aio necessaiy for a s\ieces^fiil monopoly Vet he is able to allude, 
with reason, to another aspect of the Nigerian ciisis winch arose fioin the fact 
that the Jkitish colonial government had actually sacn/iced economic considera- 
tions to moial ones Hy prohibiting the import of spuits, Nigeria had lost revenue 
to the extent of £1)00,000, and this loss was in large measure lesponsible for her un- 
happy budgetary situation. It is odd, but tuie, that Great Britain shoukl have 
saciiliced piinciple piccisely m a case where principle coincided with her oeonoime 
interest, and maintained it when it was contiai)^ to her interest 

* See above, pp 100-3 

* All the essontial facts and figuies aio set out in the periodical publication of the 
Impel lal TOconomie Committee, Vegetable Otis atul OilseetLs (Imperial Economic Com- 
mittee, Commodity Series) 1 should like to take this oppoitunity of thanking the 
Committee for the gift of many useful publications The figures hero used are taken 
from the 1937 number. It may bo pointed out in passing (ibid,, pp. 78-0) that the 
Empire expoit surplus of palm-kornels has becMi using since 1929 and the Empire 
export surplus of palm-oil has in the same period boon falling How difficult, then, 
must bo the .seaich for impoual self-sufficiency when tho same fruit produces two 
products which move m two contrasted directions 



120 THE END OF THE WAR Chap. II 

for goods’. The British assumed that they could secure for them- 
selves on privileged terms all the palm -kernels they wanted, and 
easily unload the residue upon the foreigner. The very reverse of 
this was true. The demand for palm-kernels is determined chiefly 
by their use in the production of soap, margarine, and (to a lesser 
degree) compound lard. The manufacturers of these commodities 
are by no means dependent upon the supply of palm -kernels , they 
can use other fatty oils of vegetable origin. There are at least thirty 
of these oils of which commercial use has been made ; the most for- 
midable potential comf)etitors of palm-kernels are copra, cottonseed, 
ground-nuts, soya beans, rapeseed, linseed, sesame seed, and the 
olive. No vegetable fatty oil is equally suitable for all purposes, but 
technical processes such as hydrogenation have made all of them to 
a very great extent interchangeable m response to price fluctuations. 
All fatty oils of vegetable origin, moreover, have to face competition 
with marine and animal products. Whale-oil lias of recent years 
been a competitor of growing importance.^ More persistent has been 
the competition of butter with margarine, of lard with compound 
lard, and of tallow with the vegetable oils employed in the soap- 
making industry. This competition makes itself felt sharply when- 
ever the gap is narrowed between the prices of the vegetable and the 
animal products. But this is not all. There is a further kind of com- 
petition which alone should have given pause to the men who tried 
in 1919 to snatch a national advantage. This is regional competition 
in the production of jialm-kernels themselves The planners of 1916 
and 1919 gave little attention to the possibility of expanding pro- 
duction in the French West African colonies. They gave no attention 
to the possibility of development outside Africa ^ Yet tlie Dutch 
had made a quiet beginning with palm cultivation in Sumatra as 
early as 1911. So soon as it became clear to them that the British 
government intended to aim a blow at their margarine industry, 
they hurried on expansion in the East Indies.^ A British Colonial 

^ Op fit , Appendix II, aurvoy mg whalc-oil production, trade, and pneos, 1929-36. 

^ House of Commons Debates^ 5ih Heru'H, \o\ Ixxxv, col 567. Captain Owen Phillips 
on .3rii August 1916 remarks with satisfaction that the palm-tree producing theso 
commercial products grows nowhere except in West Afiica. 

^ Planters m British Malaya also went into the business, for its present extent 
and its prospects of rapid growdh soe Vegetable Otis and Oilseeds, 1937, pp. 69, 70, 78. 
Both Biitish Malaya and the Niddierlands East Indies have concentrated on trees 
giving a high yield of palm-oil rather than palm-kernels. In 1936 exports of palm- 
oil from the Netherlands East Indies for the first tiino exceeded the Nigerian figure — 
which was itself a peak one In palin-kornels Nigerian primacy was still far from 
being challenged, though cxpoits from tho Netherlands East Indies increased fivefold 
between 1929 and 1936. 
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Office committee which reported in 1925 expressed an almost exces- 
sive alarm at this threat to the prosperity of West Africa. The Dutch 
had gone into the business on a plantation basis, and the committee 
feared that what had already happened in the rubber industry might 
happen again in the palm products industry. Within thirty years 
plantation production of rubber outside Africa had extinguished the 
more primitive forest industry inside Africa. Was this history now 
repeating itself? If so, the British West African colonies might 
look forward not merely to an economic reverse but to a social 
disaster. The committee of 1925 di.scussed the most appropriate 
methods for warding off the disaster Modern machinery must be 
sent out to the colonies, efficient mills mu.st be established there, and 
the mills must be secured a regular supply of palm-fruit. But this, 
the committee reflected, could not be achieved without education. 
It could not be achieved without ‘changing the African’. . . . The 
Colonial Office was at last coming to grips with the realities of the 
West African economic problem. The hey -presto economics of a few 
years back now seemed very remote ^ 

But the British government and British business men had not as 
yet really learnt their lesson. A government si)okesman summed up 
the West African experience in an admirable statement of the con- 
ditions which are essential for the success of a monopoly; but the 
government forgot these conditions when a new emergency faced it. 
According to the Under Secretary for the Colonies, the preferential 
export duty on palm-kernels had broken down for two reasons: first, 
because there were alternative sources of sujiply, and secondly, 
becau.se substitute products were available for industry.^ What was 
true for palm -kernels would surely be true for rubber. But the 
circumstances seemed different , the problem which had to be faced 
after the War was the low price of rubber. And the proposed remedy 
was different ; it was a restriction of supply. Yet the same effects of 
intensified competition with British Colonial production followed the 
restriction scheme and defeated its purposes. The story is well 
known, but is worth recapitulating in brief. The needs of the War 
had enormously stimulated the demand for rubber with consequent 
increavse in production capacity. The diminished requirements of the 
ensuing peace years, together with the 1921 slump, caused a crisis in 

^ West Africa Palm Oil and Palm Kernels Peport of a CommiiUe appointed by the 
Secretary of State for the Colonies^ September 102Sy to consider the best means of securing 
improved and inci eased production (Colonial No 10, 1925) 

** House of Commons Debates^ 5th seiiea, vol civi, col 227 A nioro searching 
investigation into tho West Afuean problem, in which the story told above is only an 
episode, will be undertaken m Part II of this volume 
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British plantations. On the demand of the rubber producers the 
Colonial Office set up a committee under Sir James Stevenson to 
find a remedy. The committee recommended a scheme of restriction 
designed to raise prices from about lOd. per pound to about Is. 6d. 
per pound. The scheme quickly produced results which aroused 
jubilation amongst British producers. By 1925 the price of rubber 
had risen to 4^. per pound There was a good deal of talk among 
foolish people of making the Americans pay through their rubber 
purchavses for the interest on war debt with which Cfreat Britain 
was burdened. But certain typical incidents of commodity restriction 
schemes began quickly to show themselves The high price served 
to diminish demand and encourage tlie use of substitutes. It also 
stimulated supply in countries outside the British Empire. The price 
of rubber fell to Is. Sd. in 1926, to Is. 4:d. in 1927, to in 1928 In 
November of that year the Britisli government abandoned the 
scheme. At that time the British share of the world market, which in 
1921 had been 75 per cent , had fallen to 52 per cent. And the price 
of rubber continued to fall. At the end of 1932 it was about 2Jri. per 
pouiul. Producers of all nationalities at last learnt their lesson. 
Restriction, if it were to have any chance of success, must include at 
least all the chief producing countries. On this basis a new restriction 
scheme was announced in April 1934. 

The short story which has just been told liad its beginning in the 
years covered by the jiresent chapter, but has been followed far 
beyond them It raises questions of policy which will have to be dis- 
cussed later in this volume. But the narrative must now return to 
the evolution of policy m the years which directly followed the War. 
The removal of the preferential export duty on palm -kernels s^mi- 
bolized the defeat, at least for the time being, of the forces repre- 
sented by the Empire Resources Dcvelojnncnt Committee. This does 
not mean that the idea of imperial development was defeated. The 
West African section of the Liverpool Chamber of Commerc*e, the 
Aborigines’ Protection Society, and the best colonial administrators 
were no less anxious than was the Empire Resources Development 
Committee to hasten material progress in the colonies What they 
fought was the committee’s conccj^tion of the end of progress, and 
the means which it jiroposed to use in order to gain tins end. They 
rejected the conception of ‘a vast imperial estate’ whose inhabitants 
might bo reckoned among Great Britain’s ‘undeveloped national 
assets’. They asserted that the Native jiopulations had definite 
rights and interests which the imperial government must safeguard. 
They were eager for colonial develojiment, so long as it conformed to 
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the principle of trusteeship. Properly directed, it was in their view 
an essential part of the ‘ trust 

Jn November 1921 the British government adopted a plan for 
developing cotton -growing in the Empire which conformed to these 
principles. As early as 1902 the cotton industry in the United King- 
dom had formed a British Cotton Growing Association with the object 
of stimulating Emjiire supplies. During the War and in the early 
years of peace, shortage m the world market convinced the trade 
that this object was a matter of urgency. An Empire Cotton Growing 
Committee was set up, representing botli the trade and the great 
government departments. This committee emphasized the necessity 
for research, expert guidance, and education. It was to perform 
these functions that the Empire Cotton Growing Corporation was 
established by Royal Charter in November 1921 The Corporation 
was to be financed partly by a government grant amounting approxi- 
mately to £1,000,000, and partly by the j)ioceeds of a levy of Orf per 
standard bale imposed on all cotton purcliased by spinners in Great 
Britain ^ The Corporation decided at the beginning to pursue much 
of its research through existmg institutions, and it worked in close 
touch with the C^olonial Oihee, the colonial governments, and the 
Indian Central Cotton Committee. It was also ready to make the 
services of its experts available to self-governing communities such 
as Queensland, Western Australia, and the Union of South Africa. 
In cotton-producing areas of growing importance — notably the 
Anglo-Egyptian Sudan, Uganda, and, to a lesser degree, Nigeria — 
the investigations originated by the Corporation helped to guide 
policies of trans])ort extension and water conservation. From its 
early beginnings up to the present, the reports and statements issued 
by the Corporation have shown an intelligent awareness, not only 
of the problems arising from geographical diversity, but of those 
arising from the diverse organizations and needs of the colonial 
populations to whom cotton signifies a rising standard of well-being.^ 

^ e g ^ House of (Jonnnons Debate, ‘tf Tyih senes, \o\ xrvii. cols 1005,1011 Fiom 
111 IS point of view Sir (J Tonlmm and Lord Hcniy Cavondi-.h-Boiitinck call for a 
‘Colonial Economic (jonoial Staff’ 

^ Made conipulhory by Act of Pailiament in 1923 Sop House of Cvmrnoyis Debates, 
5th fieries, vol, chi, cols 1067 ff , and Tlie Economist, vol xciv, p 229. 

^ eg tho Ropoit of the Administiati\ e Council of the Corporation of May 1935 
htiohses tho importance of cotton -growing among native communities, {a) as pro- 
viding a cash PI op ‘and thus rehov'ing them of tho necessity of seeking outside their 
own country woik that will enable them to escape a poverty that in some paits 
amounts almost to destitution’, (6) as favouiing the extension of mixed farming, 
which IS desirable for impiovmg tho utilization of tho soil and raising the standaid 
of life. It should be emphasized tliat cotton-growing in British colonies is, generally 
speaking, a native peasant industry Tlie chief exception is tho irrigation-grown 
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From neitlier side of the mandate principle did the policy of develop- 
ment lay itself open to criticism. It is true that the British govern- 
ment was attempting to develop within the Empire a new element in 
world competition. This was quite in accordance with the rules. It 
could hardly be thought less legitimate than the competition against 
British cotton manufacture which was growing in newly industrialized 
countries. If it did not suit the interests of the southern states of 
America, it suited those of the Sudan, Uganda, and Nyasaland ^ 
Nor did the British government make any attempt to tie the produc- 
tion of those countries to the industry of Lancashire.^ 

If the settlement of the palm-kernels episode and the establishment 
of the Empire Cotton Growing Corporation were typical of the whole 
of British colonial policy in the years immediately following the War, 
the conclusion would seem to be that the British government, under 
pressure of political argument and economic fact, had cut loose from 
the dominant conceptions of the war years and had decided to 
advance by the Wtay of scientific education and planned development 
rather than by the way of monopoly. But the conclusion is in fact 
far less clear-cut than this Only a beginning had as yet been made 
in thinking out the policy of colonial development. Large and com- 
plicated problems demanded thought and action; they will be 
examined later in this volume.^ As for the policy of tariff preference, 

cotton of tlio Aii^^rlo-Kpyptian Sudan. There the government builds tho railways, 
dams, rnajoi canals, and loads the Sudan Plantations Svndicate carries out necessary 
expei jmental work and is responsible for ploughing, seed distribution, minor eanahza- 
tion, ginning, maiketmg, the native tenants do tho actual cultivation 01 tho piofits 
the tenants leceive 40 per cent , the goveinineiit llo per cent , and tho Syndicate 
i!/) per cent In Nyasaland, cotton-growing was begun on Nuiopean plantations 
w^hich did not attain a high degree of ofticieru y , this form of cultivation has dociea.sod, 
while peasant cultivation has irici eased 

^ How small is the dcgri'O of Kmpiio rornpctdion, excluding India, is sliown by 
the following figures, taken fiom Industrial Fibres (finpenal Economio Committoe, 
Commodity Senes, 1937), p 0 Expoits fioni the nine chief fountiies, in millions 
of bales, were piovisionally estimated to be in 1930 


United States . 

2,820 

l^ganda 

120 

India 

1,030 

Mexico 

115 

Egypt 

772 

Aigentiua 

108 

Biazil 

442 

Anglo- Egyptian Sudan 

100 

Peru 

177 




Nigeria and Tanganyika came much lower down tlie list of exporting eountiios with 
25 million bales each, Kenya with 6, Nyasaland with 5, British West Inches with 2 
With the exc'Cption of tho irrigation-grown long staple cotton of the Sudan and tho 
special West Indian variety, Empire cotton is c omjjetitive with American (For 
production figures see Industrial Fibres, pp 15, 10 ) 

* Most of Sudan cotton goes through Port Sudan to England , most of Uganda 
cotton goes through Mombasa to India Perhaps 30 per cent, is re-o\poited thence 
to England, no precise figuies of ic-export are available. 

* In Part II 
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the British government still clung to it. It did not even renounce the 
method of preferential export tariffs Although it was forced to 
cancel the preferential duty on the export of West African palm- 
kernels, it retained the corresponding duty on the export of Nigerian 
tin. Preferential import duties, however, were more easy to defend. 
They were in conflict with the principle of the open door, but it was 
easy to associate them by vague implication with the Dominion 
initiative for imperial preference, and thereby to justify them by the 
principle of colonial self-government. On 7th June 1920 the govern- 
ment announced that ‘an invitation to consider the practicability 
of preferential rates for goods of imperial origin has been addressed 
to all colonies and protectorates, exc6])t those whicli are precluded 
by existing international agreements from doing so, and a few others 
in which preference is already in force’ ^ Within two years from this 
date preferences to goods of Empire origin had been granted by no 
less than twenty-six of the governments whicli were dependent ujion 
the Colonial Office. The British goveinment regarded this preferen- 
tial system as the ‘deliberate act of the colonics themselves and a 
proof of their desire for mutual trade and Empire partnership’^ 
Yet in June 1920 it had refused to give a direct answer to the question 
‘ whether any colony or protectorate w ill be compelled to introduce 
jireferential duties in its tariffs against the wishes of the non-official 
representatives of their respective Legislatures. . . The historian 
would be well advised to treat with some reserve and scepticism the 
suggestion that the preferential system of a colony or protectorate 
is essentially the sign of an exjianding autonomy, or that it is rooted 
in a soil of interest and sentiment similar to that out of which 
Dominion preference has grown. Doubtless there is a connexion 
between the distinct histories of tariff preference in the self-governing 
and m the dei^endent sections of the Empire , but this connexion need 
not be looked for in the teleological theory of the Commonwealth 

^ House of Commons Debates, 5th soiies, vol cwx, col 65 

^ Colonial Tnnjf Pohcies, publication of Ibo United States Tariff Commission, 
1922, p 370 It has been caleulated that these preferences affeetod only about 5 or 
C per cent of the tiado of tho colonies and pioteetorates coneoTnod. 

® Memoiamlum on the Open Dooi arid Reciprocity, prepared by Sir Alfred Zimmern 
for the Second International Studies Conference on the State and Keonomic Life 

^ House of (^ommojis Debates, 5th seiios, vol exxx, col 1262 Tho government 
spokesman rephed that ‘if any such case arises, the Secretary of State will consider 
the question with duo regard to all tho eireumstanees ’ {16th Juno 1920) In 1934 
quotas on foreign textile goods w^ore imposed m the Straits Settlements against tho 
unanimous vote of the unofficial members {see The Tunes, 4th August 1934) In 
Coylon a quota system was imposed by Order in Council against the will of tho 
State Council See J P K , Oitober 1934, p 985, and ibid , 1936, p 909 Also ilfan* 
cheater Guardian, 7th Febiuary 1933, 23rd Mareh 1933, 18th August 1933. 
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of Nations.^ The immediate and obvious connexion is a chronological 
one. The dosing of colonial doors is associated in time with the 
movement for national protection and imperial preference in the 
self-governing members of the Commonwealth, Willingly or un- 
willingly, the deiiendent territories were brought into the same 
system by decision of a superior authority Tins was true during 
the early years of the peace , it was true during the period of more 
fundamental change which opened ten years later. But the change 
was jirepared during the Creat War. At the Imperial War Conference 
of 1917 the British government accepted for the first time the fiscal 
principles which the self-governing members of the Em^iire had been 
urging upon it from the time when imperial conferences first began 
111 the year 1887. 


II 

Great Britain and the Dominions 

This section will trace the steps which led to the enunciation of an 
economic programme for ‘the autonomous nations of the CVnnmon- 
wealth The programme linked together in a single logical system 
the policies of migration, investment, and tariff preference But this 
harmony in logic never became a harmony in fact. The reason was 
that the statesmen who made the programme were unaware of the 
facts which were governing the movements of population, capital, 
and goods Tlie next chapter will continue the story, and show how 
illusions which were long persisted in at last gave place to a critical 
awareness of the facts 

On the morning of the 26th April 1917 the Imperial War Cabinet, 
after careful discussion, drafted an imjiortant resolution which the 
Imjierial War Conference, on the afternoon of the same day, adopted 
by a unanimous vote. The resolution w^as as follow's : 

‘Imperial Preferencf/ 

‘The time has arrived when aU possible encouragement should be 
given to the development of Imperial resources and especially to making 
the Empire independent of other countiies in respect of food supplies, 
raw materidls, and essential industries. With these objects in view this 
Conference expresses itself in favour of: 

(1) The principle that each part of the Empire, having due regard to 
the interests of our Allies, shall giv^e specially favourable treat- 

^ SoG The State and Econotmc L(fe {Sixth International Stuflios Conference, League 
of Nations Institute of Intellectual Co-operation, 1933), pp 86-90. 
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ment and facilities to the produce and manufactures of other 
parts of the Empire. 

(2) Arrangements by which intending emigrants from the United 
Kingdom may be induced to settle in countries umler the British 

This resolution, it will be observed, expressed the war-time aspira- 
tion for imperial self-sufficiency, and linked together the three ideas 
of development, preference, and migration. But the jinking was as 
yet one of emotional juxtaposition rather than one of theoretical 
integration. This logical concentration of the jirogramme came later, 
after a jieriod in which each jiarticular aspect of the programme had 
received in turn particular emphasis In 1917 the aspect of tariff 
preference was emphasized most hea/ily, in the piinted report of 
the (.'onference it gave the heading to the whole resolution. But in 
the Imperial War Conference of 1918 imperial preference was not 
even discussed. This was in pait due to the fict that the Dominion 
governments were content to exercise patience and await what they 
now believed to he the inevitable c-hange m Croat Britain’s fiscal 
policy 2 But it W'as also due to the fact that imperial migration had 
for the time being ousted iinyiciial preference as the chief object of 
interest 

It has been shown in the first section of the preceding chapter that 
Great Britain’s frontiers of settlement extended far beyond the 
boundaries of lier yiolitical empire. During the nineteenth century 
the United Kingdom had sent to the United States more than double 
the number of settlers who had left its shores to settle in countries 
under thc^ British flag Two committees which reported in 1917 
expressed an urgent desire to close this chapter of history, and for 
the future to employ Great Britain’s emigrant surplus in building 
the economic and political strength of the British Empire Empire 
settlement, the Dominions Royal Commission reported, ‘lies at the 
root of Ernjiire Development’.^ A committee appointed to report on 
settling British ex -service men m Empire countries after the War 
expressed the same belief in w^ords of eloquent enthusiasm. 

‘ Since the outbreak of war, from every part of the Empire the children 
or grand-children of those whose enterprise or needs caused them to 
leave the United Kingdom in past years have rallied to the support of 
the Empiie in this day of decision and struggle for existence. They have 

^ C(1 8560 of 1917, Ke^oliihon XXI 

^ Economist, vol Ixxxv, p 462, quoting an emphatic disclaimer by Sir Robert 
Borden of any desire to intoi foio in Cheat Britain’s domevstio policies. But Mr Hughes 
did not foriceal hn impatience, e g Cd 9177 of 1918, p 84 
^ Cd. 8642 of 1917, p 420. 
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risked their fortunes with those of the Mother Country. They have shed 
their blood with her blood. They have shown that, though seas separate 
the Empire, and, in some respects, the interests of one part may differ 
from those of another, it is still one and indivisible ; that together we 
stand, or together we fall In short it has come to be understood that the 
man or woman who leaves Britain is not lost to the Empire, but has 
gone to be its stay and strength in other Britains overseas. The only 
risk of losing such a one is when the new home is shadowed by some 
other flag.’^ 

The prime ministers of the Dominions were ready to ajiplaud this 
statement. They felt their countries to be comrades in the same cause 
and members of the same Commonwealth. And each one of them 
believed that his own country was on the threshold of a great ad- 
vance Tliey wanted all the British settlers whom they could get, 
and agreed with Great Britain that she must no longer be indifferent 
while her sons and daughters ‘drifted aw'ay to other countries 
Each successive imperial conference reiterated its faith in the ideal 
of ‘the redistribution of the white population of the Empire in the 
manner most conducive to the development, strength and stability 
of the wliole’.^ 

Achievement, however, jiersistently lagged behind aspiration. 
When in November 1918 the armistice was signed, there was still 
a complete lack of co-ordinating machinery for ‘tlie redistribution 
of the white population of the Empire’. The reason for this lack was 
in large measure due to the unsolved constitutional problems which 
have been discussed in an earlier volume These jiroblems could not 
be conjured away by flights of oratory. The two committees which 
reported in 1917 advocated a ‘central emigration authority’. But 
how could an Empire which had no central government establish 
such an authority? To whom would it be responsible ? Tlie Dominions 
Royal Commission expressed the opinion that it must be a purely 
British body under the control of a resyionsible Britisli minister, but 
keeping m close touch with a consultative body on which the 
Dominion governments should be rejirescnted Lord Tennyson’s 
committee was more ambitious , it recommended a mixed British 
and Dominion board with executive power and ultimate responsibility 
to the iiarliamcnt of the United Kingdom.^ This proposal reflected 
the war-time enthusiasm for unity, but ignored the facts of respon- 
sible government. The prime ministers of the Dominions could not 

^ Cd 8fi72 of 1917, p 2 The chairman of thib committee was Lord Tennyson 
^ Cd 9177 of 1918, p. 36, 

» Cmd 1474 of 1921, Kcsoliition V. 

^ Cd 8672, p. 25 
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surrender their migration policies, or even the smallest part of them, 
to an authority which admitted responsibility to the British parlia- 
ment and admitted no responsibility to Dominion parliaments. They 
could not permit their own paid servants to be controlled by the 
representatives of British constituencies. They made their attitude 
clear at the Imperial War Conference of 1918.^ Thereupon, by a 
hasty improvisation, the British government set up its own organiza- 
tion, with which Dominion representatives were only consultatively 
associated. 

There remained a still more potent cause of uncertainty whu^h 
not even the most perfect administrative machinery would have 
availed to remove The unresolved problem of ‘the one and the 
many’ had a deep constitutional significance precisely because it 
had also a deep political and social significance. British statesmen, 
despite their reiterated appeals to ‘the interests of the Empire as a 
whole’, were ])reoccupied chiefly with the interests of Great Britain. 
It became clear at the very beginning of the discussion that the 
revival of mercantilist population policies might express itself more 
powerfully on the insular than the imperial scale The Dominions 
Royal Commission had itself raised ‘the question of the extent to 
which emigration of the male population can be permissible’. It 
stated definitely that Great Britain could no longer sjiare any of 
her agricultural jiopulation, and that she had already in the years 
before the War sent abroad too many men in the age grouji IH to 30.^ 
Lord Tennyson’s committee, despite its imperial enthusiasm, ex- 
pressed a similar national preoccupation, and confessed itself unable 
to state a policy which would be appropriate to the still unpredictable 
circumstances of peace time ^ Responsible ministers spoke to the 
same effect. At the Imperial War Conference of 1918, Mr. Walter 
Long stated* ‘His Majesty’s Government cannot at the moment say 
what their attitude will be after the War as regards encouragement 
of emigration.’ The government, he said, would certainly not pledge 
itself to the grant of ‘large financial assistance’. It would promise 
nothing more than administrative preparation designed to direct the 
flow of emigration, should it occur, to countries within the Empire.^ 
The assumption was Great Britain first, the l^mpire second, 
foreign countries third It was also assumed that the Dominions 
and foreign countries would continue to be eager competitors for 

^ (M 9177 of 1918, pp 42 ff , 123 ff , and Resolution XIII. 

^ (\1 8042, chapter viii 
3 Cd 8072, paiaa 148 -.90 
^ Cd 9177, pp 3.9-6 

K 
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settlers whom Great Britain might or might not be willing to supply. 
It is a pity that the Dominions Royal Commission, which approached 
the migration question with a considerable degree of scientific 
detachment, did not consult American studies on ‘the significance 
of the frontier in American history’. If it had done so, it might 
have corrected the balance of its report by some reflections upon 
the slackening absorptive capacity of the New World economies. 
Twentieth-century America, in effective occupation of its economic 
frontiers, could hardly be so recejitive of immigration as had been 
that west ward -striding America of the nineteenth century.^ The 
United States immigration law of 1921, with its quotas, was a natural, 
perhaps even a tardy, announcement to the outer world that the 
frontier 2)eriod in American liistory was closed. Sujiposmg the 
frontier period should be closed or closing in the Dominions also ? 
Would they not also become less hospitable to immigrant settlers, 
even from Great Britain ? And supposing that standards of comfort 
and security in Great Britain should be brouglit uj) to the Dominion 
level, or close to it ? Would not this fact remove one of the chief 
pressures which had been responsible for the outward flow of popula- 
tion ? But considerations of this kind were very far from the minds 
of statesmen when the Great War ended It was for other reasons 
that British statesmen desired to wait upon circumstances. As for 
the Dominion statesmen , all of them in greater or less degree shared 
the optimism which the Australians were v/ont to express in a then 
popular phrase, 'Australia Unlimited’. 

It was tlic forecasts of British statesmen which first had to be 
revised. At the end of 1918 they were still suspicious of large 
emigration policies , by the end of 1919 they were desperately anxious 
to hurry them on In December 1918 the government established 
the Oversea Settlement Committee — at first known as the Govern- 
ment Emigration Committee^ — to advise and assist it on all matters 
connected with settlement within the Empiic, and with emigration 
to foreign countries. Within a few months the committee had pre- 
pared a memorandum for submission to the Secretary of State for 
the Colonies. The memorandum asserted that the development of 

^ Tt lias been roughly estimated that in the nineteenth centuiy Kuiopo sent 
4r>,()()0,0()0 irnnngiants to America 

^ Report of the Oversea Settleinent Committee fo? the pear ended 31st December J9i9, 
Cmd r>7!h p, 2 ‘The Committco’a title was ehanged to that of Oversea Settlement 
Committee with a view to brmging out the distinction between settlement overseas 
w ithin the Empire, with which the Committee are pi ineipally concerned, and emigra- 
tion to toioigii countries ’ Of Cmd 1474of 192l,p 02,foi adoption by all the govern- 
ments of the ilistinction between ‘overseas settlement’, ‘Empire settlement’, or 
‘Bidish settlement’ on the one hand and emigration ami immigration on the other. 
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the population and wealth of the whole British Empire was ‘the 
key to the problem of post-war reconstruction’. But it did not 
conceal its distrust of ambitious schemes The ideal to be sought, it 
argued, was a ‘due adjustment’ between the needs of Great Britain 
and the Dominions, an adjustment which would ensure that Great 
Britain’s manpower and taxable capacity ‘should not be weakened 
in the process of Imperial development’. It hoped for ‘a constant 
flow of emigration neither in excess of what the United Kingdom or 
any section of it can afford to spare, nor in excess of what the 
Dominions can conveniently absorb’. In general, it rejected the 
idea of government aid to emigration which even without that aid, 
might well be ‘inconveniently large’ but it favoured making an 
exception to this rule by granting free passages to soldiers who were 
wilhng and fitted to settle overseas, and perhaps giving the same 
assistance to women and some classes of children. It considered its 
own function to be one of information, guidance, and control. It 
desired this function to be made clear by parliamentary act, and it 
recommended a conference of United Kingdom and Dominion minis- 
ters for the discus.sion of the vliole problem ^ 

As the committee felt called upon to explain later, it drew up this 
memorandum at a time ‘when the transition from War conditions 
was causing a temporary revival of peace industries, and the Com- 
mittee were authoritatively advised that there was more risk of a 
shortage of labour m the United Kingdom than of a surplus of poj)u- 
lation’.^ The boom was a short-lived one In its first annual report, 
the committee compared the situation at the end of 1919 with the 
situation which had followed the Napoleonic Wars ^ By the spring 
of 1920 the conditions of trade and employment had become very 
unfavourable. The committee now came to the conclusion that the 
population of Great Britain was larger than its industries would be 
able to absorb for a long period of time. It now advocated an imperial 
population policy unqualified by any national reservations. 

‘The Empire as it exists to-day’, the committee declared, ‘was largely 
built up by the policy of State-aided emigration inaugurated by His 
Majesty’s Government a hundred years ago. That policy has profoundly 
influenced the world’s history during the past half-century. It may be 
hoped that if it is now found possible for His Majesty’s Government, m 
co-operation with the governments of the self-governing Dommions, 
to inaugurate a new policy of a like character, the result will be no less 
important than it is beneficial 


^ Cmd 573 of 1920, pp. 4~6. 
* Cmd. 673 of 1920, p 14. 


^ Cmd. 1804 of 1923, pp. 5-6. 
^ Cmd. 1134 of 1921, p 12. 
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Empire sottiement aided by the Empire’s co-operating govern- 
ments wa.s, therefore, the policy which the British government put 
before the Dominion governments at the special conference which 
met in Eehruarv H)2l The government proposed to extend to other 
classes the help which it was still giving to ex-service men. It was 
willing, tJirougli the Dominion governments or through voluntary 
organizations, to make advances to ajijiroved settlers of sums up to 
a maximum of £300, provided the Dominion governments would 
undertake to contribute pound for pound It was willing also to join 
with the Dominions in financing schemes which would attract settlers 
to the land. For these purposes it was prepared to ]irovide £2,000,000 
per annum The Dominion rejiresentatives found the scheme an 
attractive one It was true that their countries too were suffering 
from depression and unemployment, and that their trade unionists 
were apprehensive of immigrants entering to compete for jobs. They 
imagined, however, that if only they could get the new settlers past 
the cities into the country, tins competition would not make itself 
felt. On the contrary, the inflow of cheap capital and of willing 
workers would set m motion a process of develojimcnt which would 
ease the employment situation in the cities themselves. And a vision 
of a far mightier emjiire of settlement under the British flag stirred 
their imaginations Only South Africa stood aside from the scheme, 
because of Hhe limited field for white labour’ in that country ^ 

The agreement reached at the special conferem e in February 1921 
was confirmed by the Empire’s prime ministers, subject to the ap- 
jiroval of their re.spective parliaments, at the full conference which 
met later in the same year. Thereafter tlie British government took 
the lead by (iarrying tlirough jiarhament the Emjure Settlement Act, 
1922. The Act made provision for co-operation by the Secretary of 
State for the C-olonies with any Dominion government, or with 
approved private organizations, in carrying out agreed schemes to 
assist suitable persons from the United Kingdom to settle in the 
Dominions. The .sum to be made available by the United Kingdom 
Treasury in any financial year must not exceed £3,000,000 The 
Secretary of State must not agree to any scheme without the Trea- 
sury’s consent, nor must the British government contribute more 
than half the cost of a scheme or shoulder a liability which would 
last for more than 15 years after the passing of the Act. These nega- 
tive provisions simply underlined the plan of positive and immediate 
action which the new measure promised Mr. Amery, in explaining 
the Bill to the House of Commons, said that its aim was not merely 
^ Cmd. 1474 of 1921, Appendix V, 
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to relieve the immediate crisis, but ‘to find a permanent constructive 
remedy for the enduring problem of the economic situation which the 
War has left behind it ’A A redistribution of the white population of 
the Empire would restore economic vitality both in Great Britain and 
the Dominions. And that redistribution would now be made on a 
grand scale. About £1,000,000 of the available funds would be spent 
on assisted passages and training for settlers ; Dominion contribution 
on a pound for pound basis would double this sum. Mr. Amery 
believed that this part of the jirogramme alone would set in motion 
an annual flow of 60,000 to 80,000 new settlers, and a greater flow 
still when the successful settlers began to jiay back into the fund the 
advances it had made to them. And there was anotlier part of the 
programme which was still more promising. £2,000,000 of the British 
vote would be available every year on a pound for pound basis to 
finance the developmental enterprises of Dominion governments. 
These would naturally vary in kin<l , srime of them would aim at the 
establishment on the land of individual settlers, and others, still 
more promising, would ami at the establishment of groups or com- 
munities If the contributions of the British and Dominion govern- 
ments were used for the jiaymcnt of interest on loan, very large sums 
of cajiital would be available for achieving results of striking sig- 
nificance. Mr Amery referred to a scheme which the Commonwealth 
government was already negotiating with Western Australia and in 
which (Jreat Britain would have the chance of participating Each 
of the three governments would contribute a third of the interest , 
75,000 persons would bo settled on the land , the cost to the British 
government — excluding passage and training cost — would be about 
£8 per person settled. It was an encouraging prospect. The hopes of 
the Wakefield age were being re -kindled. In Great Britain there was 
too little room. In the Dominions there was plenty of room.^ 

Public opinion in the overseas Empire varied from one Dominion 
to another and varied within each Dominion according to the position 
of classes and parties. At one extreme stood South Africa, where 
General Hertzog opposed even the policy of advertisement which 
represented Soutli Africa’s entire effort at attracting immigrants f 
at the other extreme stood Australia, where even the labour party 
half forgot its fear of a congested labour market in its new vision of 
a great continental development. Provided the newcomers were ab- 

^ J 1\K , vol 111 , pp 329 ff. 

^ Cf Report of (he Ove7 8e(i Settletnent Committee for the year ending 31st December 
1922 Cmd 1804 oi 1923, p 8 ‘Tho new policy boeks to relieve congOHtion hero 
and people the waste spaces overseas ’ 

* J P E ,vo\ in, p 926. 
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sorbed into pioneering and primary production, the federal labour 
party was prepared to support the new drive for popuJation.^ In the 
States, there were labour politicians wliose enthusiasm rivalled that 
of their political opponents. The leader of the labour opposition in 
New South Wales, Mr Dooley, looked forward to a day when Aus- 
tralia would contain a hundred million inhabitants. And Australia 
would not rejieat America’s error ; her hundred million inhabitants 
would be a hundred per cent. British ^ Mr Dooley's political adver- 
saries echoed his sentiments with fervour. ‘If at the commencement 
of the War’, one of them declared, ‘they had had 100,000,000 white 
people under the Union Jack, there would have been no need to ask 
for the assistance of any one There would have been no war, because 
the British people would not have allowed it. But now, because 
there was a greater aggregation of white people under another flag, 
they had to take a second place ’ These Australians were determined 
to set this matter right. ^ 

The Federal government and the State governments busied them- 
selves in working out practical schemes which would start the how 
of British settlers, and prove to the world Australia’s determination 
to show herself ‘worthy of inheriting a continent' ^ Already in 1920 
the Premiers’ Conference had made an agreement which gave to the 
Commonwealth the charge of the organization in Great Britain and 
of transport to Australia, leaving to the States responsibility for 
dealing with the immigrants when they arrived, and the right to 
determine the number and class of those who should be assisted to 
arrive. Tlie time bad now come to give to this partnershpi a ])ositive 
content. Agreements were rapidly made between the Commonwealth 
government and the governments of Western Australia, V^ictoria, and 
New South Wales. Jn each of these agreements the government of 
the United Kingdom was also a jiarticipator. The ])lan for Western 
Australia followed the lines which Mr. Amery liad already forecast, 
and it may be cited as a model to which the other jilans more or less 
conformed. The government of the State undertook to receive 
75,000 new settlers (men, women, and children) within a period of 
three years, and to establish about 6,000 families on farms of their 
own, at an estimated cost (excluding passages) of £6,000,000. The 
Commonwealth government undertook to raise on behalf of the State 
government the necessary loans The British government undertook 

^ J r E , vol 111 , p 826 (Mr Charlton) Tho Oversea Settlement Committee em- 
phasized repeatedly that the policy was ‘a policy of settlement on the land and only 
on the land’ (Cmd. 1804, p 8) 

J PE ,\o\ ni, pp 0:i9. 8.53 ff 

® Ibid , p. 829 (Mr W. M Hughes) 
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to contribute towards the scheme a sum equivalent to one-third of 
interest on the loans for a period of five years ^ 

vSide by side with these ambitious enterprises, the ordinary work 
of selecting and assisting settlers was going on with the added stimu- 
lus of the money provided annually under the Empire Settlement 
Act.^ It was, under all the circumstances, natural to expect an im- 
mediate and dramatic acceleration of empire migration. This did not 
occur. The Imperial Economic Conference which met in the autumn 
of 1923 was constrained to confess its disappointment.^ It declared 
the results which had been achieved to be ‘incommensurate with the 
needs of the situation Why was this ? Exiierience of economic 
circumstance suggested one obvious answer Migration had always 
fallen off in times of depression But tins answer was not good enough 
for the governments of the Empire. They had thrown down a chal- 
lenge to economic circum&t<ince The} had banded themselves to- 
gether to fight their way out of the depression According to their 
theory, development of ‘the vast open spaces’ should both directly 
and indirectly stimulate the flow of settlers, quicken the rhythm of 
general economic activity, and so still further stimulate the flow. 
This theory they still mamtaiiied They must have still more de- 
velopment. They needed still more ‘money’ to stimulate the flow of 
‘men’. But they needed something else. They needed ‘markets’. 
‘Men, money and markets’, declared the Prune Minister of New 
Zealand, ‘are fundamental considerations ‘The problem of Empire 
development’, declared the Prime Minister of Australia, ‘is depen- 
dent uj)on three things, men, money and markets. And he went on to 
argue that without the markets the men and the money were of little 
avail. For what had happened to the returned Anzacs who had been 
settled on the land ? IVIany of them had been set to grow fruit. The 
State had provided the land, the Commonw^ealth liad provided the 
finance, the men had grown the fruit They had grown more fruit 
than they were able to sell. The Commonwealth government had 
been forced to come to their aid ; in the past three years it had lost 
£600,000 in heljnng them. The same thing would now happen on a 
larger scale unless the problem of markets were faced and solved. 

What was the use of developing empire resources and establishing 
empire settlers if these settlers were not guaranteed an empire 
market‘d ‘Markets mean migration.’® But the markets must be 

^ The Hchemes aie humman^e^l m Cmd 2107 of 1924, Appendix II 

* Space forbids a detadod examination of the vaiions categories, child migration, 

the nomination system, the activities of voluntary societies, &c See Cmd 407.5 of 
1932, Appendix V ^ Cmd 2009 of 1924, pp 137 ff. 

* Ibid , p 36 ^ Ibid., p .58. ® Ibid , p 74 
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protected ones All tJie Dominion statesmen were in agreement about 
this. ‘You cannot’, said General Smuts, ‘fairly claim that the Domi- 
nions should in very large numbers take immigrants from these 
islands and at the same time refuse to help the Dominions in taking 
the produce of the work of their hands ‘Migration and preference 
go together, ’ declared Mr. Massey ^ So the three ideas which had 
been loosely thrown together in Resolution XVI of the Imiicrial War 
Conference of 11)17 were now at last fused into a closely knit pro- 
gramme. Development, migration, and imperial preference stood 
together. The Conference of Prime Ministers in 11)21 had initiated a 
programme based on the first two ideas. The Imperial Economic 
Conference of 1923 met with the determmation to insist upon the 
third idea, and to see it translated into active policy. 

In the struggle for imperial preference, it was still the Dominions 
who took the initiative. Throughout a quarter of a century they had 
persistently embodied in their own tariffs the principle of preference. 
Since the War they had thrown greater emphasis upon the principle. 
Canada had drawn very much tighter the bonds between herself and 
the West Indies,^ and she was attempting to establish enduring 
preferential relations with Austraha.'^ Her government also claimed 
— though resentful free-traders in Canada disputed the cLaim® — that 
she had enlarged the favours which her tariff granted to Great Britain. 
Australia and New Zealand adopted the Canadian device of a th rec- 
line tariff, with separate preferential, intermediate and general rates.® 
These two Dominions had some difficulty in straightening out their 
relations with each other Australia, unlike South Africa, had never 
made a reciprocal agreement with New Zealand. New Zealand con- 
sidered her young industries threatened by the older industries of 
Australia, and temporarily excluded Australia from the preferential 
advantages w hich she accorded to the Einpiie at large. Australia did 
not relish the prospect of being permanently placed second to South 
Africa m New Zealand markets with regard to such important com- 
modities as wine. These competitive manceuvrings indicate the diver- 
gencies of interest concealed under the affirmations of devotion to ‘ the 

^ Cmd 2009 of 1924, p 48 Ibid , p 37. 

^ J P E , vol 11, pp 743 ft WcHt Indies Tratlo Agreement At fc In contrast with 
the 1912 agioerncnt, this one (a) included all the West Indies except Bermuda, which 
was afraid to jcopanJi/.o its relations with the USA, and (b) raised the preferential 
rate Canada gi anted a 50 per cent, jjreferenoe on everything except tobacco and 
hquois, the West Indian profeiencos varied fioin 33^ per cent in the Windward 
Islands to 10 pei rent in tlio Bahamas There were also some specific preferences 

^ J P E f vol II, p 824, vol. 11, pp. 621, 776 

^ Ibid., vol III, pp 018 ft 

“ In theory only the Aijstiahans dnl not use then intermediate tariff until 1937. 
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interests of the Empire as a whole But Australia and New Zealand 
found themselves able to conclude a reciprocity agreement which 
each of them considered to be a fair compromise.^ At the same time, 
both countries advertised loudly their extensions of jireference to 
Great Britain. The New Zealand tariff of 1921 raised the number of 
specific items on the preferential list from 100 to 300. The Austrahan 
tariff of the same year heavily underlined the basic purpose of 
national protection ; but while it aimed its blows both against British 
and foreign manufacturers, it emjihasized and extended the prefer- 
ential advantage accorded to the former ^ In theory, there was in 
these extensions of preference no intention of bargaining * Austraha 
and New Zealand were combining a demonstration of their impeiial 
solidarity with the pursuit of their own interests But a New Zealand 
member interjected during the tariff debate, ‘Britain must iccipro- 
cate’l^ And in the Austrahan parliament the resfionsible minister 
himself declared ‘. . The jiohcy lould not go on for ever without 
reciprocity’.^ The drift of British fiscal jiohcy during the War and 
in the early years of jieace encouiaged hojies that the day of recipro- 
city was near 

‘Both in the Dominions and Great Britain’, The Economist de- 
clared, ‘the demand for jireference comes from the protectionists, 
and what they really want is protection In this statement there is 
at least this much truth, that it is imjiossible to sejiarate the story 
of Great Britain’s conversion to im[)erial preference from the story 
of the gradual overthrow of her national free-trade system. The first 
significant breach m this system was made by the McKenna duties 
of 1915. These duties were at the rate of 33 J per cent, ad valoreyn 
upon certain ‘luxuries’, such as private motor-cars, clocks, watches, 
films, and musical instruments. In theory these duties arose wholly 
out of the war-time emergency , they aimed at raising revenue, 
strengthening the sterling exchange, and relieving shipping. They 
granted no preferential rate to emjiire countries. They did not 
avowedly aim at protecting British jiroducers. Yet they were not 
balanced by excise taxation of equivalent amount, and they did 
quickly prove themselves to be protective in effect. It is indeed hardly 
honest to deny that the protective intention w’as present among many 
supporters of the duties at the very beginning. ‘ I was satisfied with 
the Budget’, wrote Mr. W. A S Hewms in his diary. ‘No doubt it 

' J P E , vol 11 , p. 879, vol. Ill, pp 204, 391, 848. 

^ Soe .siimmaiy table m »/ PE, vol ii, p 879. 

^ Ibid , vol 111 , p 173. 

* Ibid., vol. 11 , p 880. ^ The Economibt, vol, clxxxvi, p 358 
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was easy to satisfy me. I was so pleased at having smashed the F^'ree 
Trade system at last. We can build upon the government conces- 
sions 

The author of this jubilant exclamation had been organizer of the 
Tariff Commission established by Joseph Chamberlain, and during 
the War he was the leading spirit m the business committee of the 
Unionist party, a group of politicians ready to work unremittingly for 
protection and preference. No doubt Mr. He wins magnified unduly 
the importance of his associates and of himself. It is clear from his 
diary that he believed himself to be a kind of Warwick, a maker and 
destroyer of governments; but in 1917, when he was becoming too 
much of a nuisance, the coalition government easily kept him quiet 
with an under-secretaryship, and at the time of the coupon election 
it dispensed with his services both in the ministry and in parliament. 
Yet his activity behind the scenes was at times effective, and his 
diary reveals connexions which really existed between the reviving 
pressure of the tariff reformers and a series of events which they 
viewed as parts of a linked system — the McKenna duties, the reso- 
lutions of the Paris Economic Conference, the reports of the Balfour 
of Burleigh Committee, and Resolution XVI of the Imperial War 
Conference of 1917.2 The dominant note in Mr. Hewins's diary 
throughout the year 1917 was one of struggle culminating in triumph. 
That note, however, dwindled during the following twelve months 
At the end of 1918 Mr. Hewins was recording his disillusionment 
with the government. ‘They can’t make up their minds about 
economic policy. ’ Or, worse stiU—so Mr. Hewms thought—tliey had 
made up their minds against any far-reaching change in economic 
policy. The coalition government which at the end of tlie War made 
its appeal to the country was in his opinion formed on a compromise 
which made any such change impossible.^ 

This appraisal of the situation was not very wide of the mark. On 
29th July 1918 the leader of the conservative party, Mr. Bonar Law, 
announced that his party would carry out the promise of preference 
which the British government had given to the Imperial War Con- 
ference in the previous year ; but at the same time he repudiated food 
taxes, which were the essential condition of those particular prefer- 
ences which most interested the Dominions.^ On 2nd November 1918 

^ Hewms, op cit , vol. ii, 24th September 1915. 

^ On the sequence in tho.se events bOO above. Chapter I, section i Of. House oj 
Commons Debates, 5th sonos, vol. xcii, ools. 2391, 2125. 

^ Hewms, op. cit , vol ii, pp. 180, 181 

■* House of Commons Debates, .5th series, vol eix, col. 39. Cf. ibid , col 614. ‘This 
government has accepted the principle of preference, and nothing more ’ 
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Mr. Lloyd George wrote to Mr. Bonar Law a letter in which he an- 
nounced his readiness to grant preference on duties already existing 
and on any duties subsequently imposed; his letter excluded food 
taxes, though it promised preferential rates on tea, coffee, and cocoa, 
which were already subject to duty. On 30th April 1919 Mr. Austen 
Chamberlain introduced the budget. It made no changes in Great 
Britain’s fiscal policy but instituted jireferential rates on those duties 
which already existed. 

Ardent protectionists joined with ardent free-traders in belittling 
the present value of these preferences But the two schools were also 
in agreement, albeit with contrasted hopes and fears, in anticipating 
large consequences from these small beginnings. Mr. Bottom ley 
prophesied the formation of ‘one great unit whose fiscal policies are 
its own affair ’ ; however, he warned the government that it must 
move forward, not by its present method of lowering duties, but by 
the more patriotic method of raising them against the foreigner.^ 
Lieut. -Colonel Meysey -Thompson saw the most glowing visions — an 
enormous reduction of the war debt, an Empire which would ‘supjily 
all our needs’, an Australia with 50,000,000 inhabitants, and an 
England rich once again m the attractions of the country-side — 
‘hunting, shooting, farming and so on’.^ Free-traders gloomily 
prophesied the loss of the China market and the collapse of Lanca- 
shire. For in their eyes the present trifling preferences were ‘ the thin 
end of the wedge In themselves they were ‘laughable’, but, as 
ever, preference was ‘ the stalking-horse to protection ‘ If you set 
up the machine to work up the little things’, declared Sir Donald 
Maclean, ‘the machine will go on to great things’.^ Government 
spokesmen welcomed this challenge to the principle of the budget , 
the challenge made it easier for them to rally the fighting spirit of the 
protectionist rank and file which was disappointed by the budget’s 
un-heroic detail. Mr. Austen Chamberlain was Chancellor of the 
Exchequer , he adorned his speech with expressions of proud filial 
memory and of imperial patriotism. He expressed the hope that his 
budget would kill once and for all the timid doctrine that imperial 
preference was a matter of legitimate grievance to foreigners — a doc- 
trine which ‘no other country in the world would tolerate’.® He did 
not admit that preference without food taxes was merely a ‘shop 
window policy’. He insisted that the present budget would confer 

^ Ibid., vol. cxv, col 409. 

2 Ibid., col. 507 

* The Econoimst^ v’ol Ixxxvui, p 717 

® House of Commons Debates, 5th senes, vol. cxv, col 306. 

« Ibid , col. 493. 


* Ibid., col. 395. 
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very important benelits upon empire producers of such commodities 
as coffee, sugar, tobacco, dried fruits, and wine. At the same time he 
agreed with his critics on both sides of the House that the jiresent 
day’s work was only a beginning. The way would be open in the 
future for ‘almost limitless expansion’.^ 

But the protectionist interest in the United Kingdom demanded 
present satisfaction. Before tlie election it had been promised an act 
to restrain dumping, a promise which Mr. Hewins regarded as ‘a soj) 
to the tariff reformers . . . deliberately intended to deceive’.^ During 
1920 some abortive anti-durnpmg legislation was introduced into 
parliament. In the same year effective protection was given to the 
dye industry. In 1921 an important measure, the Safeguarding of 
Industries Act, became law. This Act contained provisions designed 
to deal with dumping, but it also contained a good deal more To 
certain ‘ke}^’ industries it gave immediate protection, by duties 
which normally were 33J per cent, but in some cases were 50 fier 
cent ^ In addition, it established a procedure by which any industry 
could apply for the imposition of a ‘safeguarding’ duty not exceeding 
33 } per cent ^ In accordance with the pledges given in 1917-19, the 
extension in the range of duties meant an extension m the range of 
preference. Empire goods were exem[)tod altogether from the key 
industry duties. On the safeguarding duties they were granted a 
preferential rate. 

It would be out of place here to examine in any further detail the 
advance of protection in Great Britain. Until the black winter of 
1931-2 it remained very slow. ‘In 1930 only 17 jier cent of total 

^ House of Commons Debates, nth seiics, vol cxv, col i297 Tlio most important 
items included in the second schedule of tho Finance Act of 1919 were tea, cocoa, 
coffee, chicory, ciiiiants, diiod oi preseivcd fruits, sugar, glucose, molasses, sac- 
charme, motor spirit, tobacco On all these items the prefeiont lal mte of duty was 
five-sixths of the full rate. The margin of preference on wines was higher, hut varied 
according to the percentage of proof spirit contained 

" Hewins, op cit , vol ii, p. 180 

^ Tho chief classes included in tho ‘key’ industries duties imposed m 1921 were 
optical glass (50 per cent duty), sciontific glassware, scionhfic instruments, wireless 
valves, Ignition inagnotos and permanent magnets, carbons, hosiery latch needles, 
tungsten, molybdenum, synthetic oiganic chemicals. For a full list see II M. Customs 
and Excise TariJJ, 1934, pp 100-1 

^ On the stringent procedure finally adopted to test tho validity of a claim for 
a safeguarding duty sco British Economic Foreign Bokey, by J H Richardson (Allen 
& Unwin, 1936), p 89 Tho conditions set out were importance of the industry, 
abnormal importations, resulting unemployment, competition through subsidy or 
low wages, absence of injury to other industries thiough imposition of a duty. These 
conditions were not always strictly insisted upon, particularly at the beginning. 
Early beneficiaries from safeguarding duties were British manufacturers of gloves, 
ilomesfic glassware and gas mantles Among benefn. laries after 1925 were the leather, 
glove, lace, cutlery, pottery, packing paper, and enamelled hollow-ware industiies. 
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imports (value) from all foreign countries paid any duty, including 
revenue tariffs. The stream of free trade, although no longer pure, 
was only slightly contaminated.’^ Imperial preference advanced no 
more rapidly than did national protection. Most of the preferences 
granted under the Safeguarding of Industries Act were purely formal, 
because the outer Empire was not in a position to produce the 
articles which were enumerated. As m Joseph Chamberlain’s day, 
the preference which most interested the Dominions could not be 
granted unless the United Kingdom consented to tax food This 
was the genuine imperial preference which the prime ministers of the 
Dominions hoped to secure at the Imperial Economic Confeience 
of 102.3. 

Political circumstances appeared upon the surface to be unusually 
favourable to their attempt. The coalition government led by 
Mr. Lloyd George had fallen At the end of 1022 the electors returned 
to office a conservative government under Mr. Bonar l^aw That 
government at once pressed forward with the plan of a special 
Imperial Economic Conference, which the tariff reformers had been 
persistently advocating; m April 1023 it was able to announce that 
this gathering would take place, side by side with a political gathermg 
of the usual type, in October of the same year ^ Both in Great 
Britain and m the Dominions the propaganda for large extensions of 
imperial preference became intense The free trade interest in Great 
Britain was directly or indirectly assailed by the leagued forces of 
Dominion governments, the British conservative party, and a 
phalanx of ardent propagandist societies ^ Conservative sj^eakers 
presented to the House of Commons the very arguments which 
Australian or New Zealand ministers addressed to Great J3ritain ; in 
press and jiarliament the same arguments were quoted back again 
across the oceans. It was almost as if the Empire were becoming 
a single constituency. In April the House of Commons was reminded 
that trade tended increasingly to follow the flag ; the percentage of 
United Kingdom exports to the Empire, which in 1913 was 32*2, had 
risen in 1922 to 40. One white Briton overseas bought as much as 
eleven or twelve white foreigners, and one coloured British subject 
bought as much as twelve Chinese or Japanese. Was it not both 
sound business and sound patriotism to develop this great and 
promising market? But the market was threatened. The United 
States was already supplying Canada with 72 per cent of her imports. 

^ Richardson, op oit., p. 90. ^ J.F E , vol iv, p. 227 

* e g the Empire Development Union, established ad hoc under the presidency of 
Mr. Walter Long to fight for preference 
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Unless the British government took speedy action, British manufac* 
turcrs would be crowded out of the Australian market also. Australia 
granted preferences worth £9,000,000 to British trade, and received 
m return preferences worth a beggarly £257,000. This could not go 
on ^ No f declared Mr. Bruce to the Australian parliament, this could 
not go on He did not speak in complaint or threat. He spoke as an 
Australian patriot but also as an imperial patriot. Australia was 
anxious to do great things in relieving Great Britain of her surplus 
population. But Australia could do little unless she could find a 
market for her surplus products. She had received many offers of 
reciprocal trade treaties which would open to her in foreign countries 
the outlet which she must find somewhere But she wanted to find 
it within the Empire. Conservative orators in Great Britain eulogized 
this loyal sentiment. But they asked, as Mr. Bruce had felt himself 
compelled to ask, how long could it stand the strain ?2 

These arguments were open to various criticisms, some of which 
were uttered by the free-traders. It was correct to emphasize the 
importance of the empire market, but it was a mistake to suggest 
that foreign markets were not also of great importance. For some 
countries of the Empire, contrary to the general argument of the 
imperial preference propaganda, foreign markets might, in the future, 
become increasingly important.^ It was absurd to cast upon British 
policy the chief blame for Canada’s commercial intimacy with the 
United States, or to assume that this intimacy was undesirable: to 
do so was to show a profound indifference to the facts of geography 
and an un instructed obsession with a simple two-way balance of 
trade. There were other weaknesses in the argument. The argument 
built on jper capita purchases demanded critical examination.^ The 
method adopted for calculating the value of the Australian prefer- 
ences was crude and misleading. But the British government did 
not see this.^ It did not want to see it , the President of the Board of 
Trade, though he insisted that the preferences granted by Great 
Britain had real value, issued a statement which in general accepted 
the correctness of the Australian calculation.® Even before the con- 

^ J P E , vo\ IV, pp 44,3 ff 2 ^ pp g 4 Q 

Mi Charlton, leader of tho labour opposition in Australia, showed considerable 
foresight in pointing this out. Ibid,, p. 846 
See below, pp 210-11 

® It was pointed out by tho South African delegate at tho Imperial Economic 
Conference (Cmd. 2009, p 191) See further The Aiistrahan Tarijf^ report by a com- 
mittee of exports (Melbourne, 1930), Appendix 

® Cmd, 2009 of 1924, p 17,5 Tt is too often forgotten that the expansion in tho 
British market of Empire tobaccos, cofToo, dried fruits, &c , was greatly stimulated 
by preferences going back to the Finance Act of 1919. 
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ference met, the British government had to a very great extent made 
the cause of the Dominion governments its own. 

Nevertheless, political circumstances were in one decisive respect 
unfavourable to the drive for extending imperial preference. The 
conservative government m Great Britain did not possess an absolute 
majority in parliament It held office with the uncertain support of 
the liberal party m face of labour opposition. It had, moreover, shown 
itself aware that a majority in the constituencies still held to the free- 
trade tradition. At the time of the 1922 election Mr. Bonar I^aw had 
pledged his party not to make any fundamental change in the fiscal 
system of the country during the present parliament Wlien the 
leadership of party and government ])assed from Mr. Bonar Law to 
Mr Stanley Baldwin, the government reiterated that pledge ^ It was 
a pledge which the tariff reformers profoundly regretted. They 
nevertheless argued that it left to the government a very wide extent 
of freedom. Safeguarding duties already existed , it would nt)t be 'a 
fundamental change m the fiscal system’ to add to their number. 
Preference had been repeatedly affirmed in principle and had been 
applied m practice , it might be extended. ^ The Dominion prime 
ministers comforted themselves by similar arguments. Why should 
not jireference be granted through freight subsidies ? Why should 
not preference m government contracts be increased and extended ? 
Why should not the existing 20 per cent, tariff preferences on 
currants, on dried fruits or sugar be made 100 per cent, preferences 
by a complete remission of duty on the Empire product The 
Dominion statesmen intended to ask for these concessions , some of 
them intended to ask for a good deal more. 

Not that they had any intention of interfering with Great Britain’s 
domestic policy or of attempting to strike a bargain. When they 
assembled at the conference, they protested, one after the other, that 
they had no such intention. The President of the Board of Trade pro- 
tested in his turn that his government suspected them of no such 
intention. The statesmen of the Empire had assembled, he reminded 
them, to ‘ speak frankly together ’ : let them all state their desires and 
difficulties. They accepted the invitation. It was Mr. Bruce who put 
most clearly what was in all their miiids.^ Men, money, and markets, 
he repeated, were indissolubly connected , but markets were the 
‘outstanding question’, the ‘vital problem’. If this problem were 

’ J P E y vol IV, p 741 

^ Hewins, op cit , vol u, p 275. 

^ J P E y vol. IV, p 841 

^ Imperial Economic Conference Record of Pioceedings and Documents Cmd. 2009 
of 1923, pp 31, 37, 45, 57 ff. 
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solved, the problems of Empire development and Empire settlement 
would be solved also. The first step to a solution was to ‘make the 
existing preferences effective The second step was to make effective 
the agreed principle of preference in all government contracts. Both 
these steps could be taken by the United Kingdom without the 
imposition of new duties. But there was a third step to be taken, the 
most vital of all. Mr Bruce had the courage to face the question of 
a general preference on raw materials and foodstuffs. ‘ It is no good 
he said, ‘our passing pious resolutions in favour of better preference 
to the Dominions and ever dodging the great issue. The issue is tliere 
and it is not the slightest use our trjdng to avoid it.’ He proceeded 
to discuss the marketing problems which faced the farmers of Great 
Britain and the Dominions, and to lay down a fundamental standard 
of policy. It was the standard to which Australia and the other 
Dominions still adhered at the Ottawa Conference of 1932, but which 
in the ensuing years aroused in them increasing misgiving : 

‘I suggest’, said Mr. Bruce, ‘that the first objective we must have in 
mind . . IS that we should ensure that the British agricultural producer 
should have priority over all comers for the sale of his produce in the 
British market. In Australia, educated as she has been in regard to her 
fiscal system, that appears to some people to be an absolutely essential 
factor . . As we demand that our own production shall have the first 

rights m our own market, we recognize that the British agricultural 
producer has exactly the same rights as we claim for ourselves 

‘’Ihe second objective is that, so far as the British farim^r is not able to 
supply the British requirements of foodstuffs, the Dominions producer 
should be placed m a position to supply, to the greatest possible extent, 
the necessary requirements. 

‘In order to achieve these two objectives, the importation of foreign 
produce should be limited to supply the deficiency that the British and 
Dominion agiiculturist is not able to supply 

‘The third objective is that w'e should realize that in a country such 
as Cheat Britain the consumer’s point of view should have the fullest 
consideration ’ ’ 

Mr Bruco then proceeded to enumerate five iiossible methods of 
achieving these objectives. The first method, the most direct method , 
and the one which he most favoured w^as that Great Britain should 
impose a protective tariff on foodstuffs and raw materials with piefer 
ence to the Dominions. The second method was an elaboration of the 
first designed to give price stability , it embodied protection and 
preference in a sliding scale of duties The other three methods did 


Crnd 200i> of 1924, p 77. 
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not involve the use of the tariff. The first of these was the method 
of subsidies with a fixed home price ; the second was the method of 
import control and licences ; the third was the method of price 
stabilization through the estabhshment of a national purchase board. 
It appeared, after examination, that the import licences system 
would also presux^pose the establishment of such a board A specially 
axipomted committee of the conference rexjorted against each of the 
three non-tariff methods. In their disregard of the price mechanism 
and free individual initiative, they seemed too reminiscent of war 
methods or the xilannmg of Soviet Russia.^ 

The tariff issue was not relegated to a committee, but v as discussed 
in the full conference. On the afternoon following Mr. Bruce’s full- 
blooded exposition of the problem, the President of the Hoard of 
Trade brought before the (jonference some specific offers on behalf 
of the British government. It would increase the existing preference 
on dried fruits from a one-sixth to a one hundred jier cent, pieference 
on a duty of 10,? ^icr cwt. ; it would establish a coinparabie duty on 
currants, and to do so would denounce a trade treaty witli Greece 
and thereafter raise the duty against the foreigner , it would impose 
a new duty on canned and bottled fruits and grant free entry to 
Dominion production, it would bind itself to give security to the 
sugar industry by maintaining over a long fieriod the existing jirefer- 
ence , it would do the same for tobacco, or else, if the Empire tobacco 
growers jireferrcd, immediately increase the preference from one- 
sixth to one-quarter. These pro|io.sals, the minister explained, were 
put forward as ‘ an immediate and practical contribution ’ to the 
])roblem , they did not exclude discussion of the more sweexiing 
suggestions which Mr Bruce had made.**^ 

The Dominion governments were delighted. Canada set the tone 
of the discussion Canada was particularly pleased because tlie 
United Kingdom had recently removed a long-standing grievance by 
raising the embargo on Canadian cattle. I hope said the Canadian 
representative, ‘we will be able to get our other little difficulties 
straightened out ’ But he insisted that Canada was not out to bar- 
gain ; she greatly ap^ireciated the British x^roj^osals, but had not 
interfered and did not intend to interfere with the internal fiscal 
policy of Great Britain Mr Bruce exfiressed similar sentiments 
There was, however, one xiarticular item already enjoying a prefer- 
ence which the President of the Board of Trade had not offered to 
increase. ‘I merely ask the question’, said Mr. Bruce, ‘believe me, m 
no sense trying to get anything for Australia Are there any pro- 
^ Cmd 2009, pp. 199 11 , 244 ff. 2 ^ 

L 
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posals with regard to the position of wine ? ^ Mr. Massey, in a similar 
spirit — ‘I am not pressing for an answer on this ’ — inquired whether 
the British government could do anything to put meat producers 'in 
a slightly better position than the people outside the Empire ? ’ The 
South African representative found himself m a slightly embarrassing 
position The British proposals were of particular benefit to his 
country, but tlio preference which South Africa granted to Great 
Britain did not look impressive — a rebate of 3 per cent, of duty on 
a general tariff of about 15 per cent He felt called upon to deal 
rather sceptically with Mr. Bruce’s estimate of the value of Australia’s 
preferential performances, and to remind the conference that a low 
Dominion tariff might be of greater help to Great Britain than high 
Dominion preference. He was far from any thought of bargaining. 
But South Africa might be able to grant additional specific prefer- 
ences ‘ could not Great Britain improve the opportunities for South 
African wine ? There was another matter which might be mentioned. 
It was not really an article of human consumption in England. Could 
the British government make any offer with regard to maize ? And 
so the discussion went on and the list lengthened. The only discordant 
note was sounded by Mr. Tunis, the rejiresentative of India. India 
was not ungrateful for the preferences accorded to tea, coffee, and 
cocoa. Perhaps she might be able to make some return by granting 
concessions on specific items. But she stood to gain very little, and 
to lose very much, from a general system of preference. In the vast 
complex system of international trade, amidst the play of innumer- 
able factors, it was difficult to forecast the effects of government 
intervention. India, though she granted no tariff preferences, was 
Great Britain’s best market. She took from the United Kingdom 
over 70 per cent, of her imports, an amount equal in value to the 
combined imports from Great Britain of the three great Dominions 
of Canada, Australia, and South Africa. But the United Kingdom 
took only 20 per cent, of India’s exports. The great bulk of them 
went to foreign countries. 8he dare not risk her foreign markets. 
She had never adopted a general system of preference, and could 
not do so now. The government had to remember also the poverty 
of the Indian. And it had to remember the political factor—India’s 
constitutional aspirations, and the resentment of Indian nationalism 
against the treatment of Indians in certain British Dominions and 
Colonies.^ 

The speech of India’s representative implied a different theory of 
trade from that which all the other representatives assumed. It 
^ Cmd, 2009 of 1924, pp, 174-98. 
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implied adherence to the ideal of a multilateral exchange in which 
foreigners contributed just like British subjects to the wealth of 
nations. But imperial conferences were quite accustomed to regard 
India as a rather odd member of their society ^ The discussion did 
not deviate from its former course. The list of British concessions 
was lengthened by the inclusion of apples, canned salmon, fruit 
juices, and honey. There were also new plans for wine and barley 
and hops.2 When the conference reaffirmed the 1017 resolution in 
favour of imperial preference, it did so with the feeling that at last 
there was some substance in it. But not as yet sufficient substance. 
Mr. Bruce regretted the decision of the British government to do 
nothing for wheat and meat. By this d*‘cision, he said, it liad ‘closed 
the door . . to any real strides forwarU in Empire development’ ^ 

Nevertheless the Dominion governments did not leadily surrender 
the larger hope. While the conference was still in session Mr 
Baldwin announced his government’s adhercn(*e to the jinnciple of 
a general tariff for Creat Britain Thi> the Canadian representative 
declared, transformed the situation The preferences hitherto 
promised were within the framework of Great Britain’s existing 
fiscal system , they had been granted freely and without bargaining 
by autonomous decision of the British government and parliament. 
But if Great Britain instituted a far-reaching change in her fiscal 
system, Canada would expect that ‘full and adequate consideration 
should be given, through preferential duties, to the interests of 
(Canada’s jiroducers and to the substantial preferences which Canada 
accords British goods ’ A new situation would be created , bargaining 
on a reciprocal basis would become the rule inside the Empire and 
outside it — ‘though we hope’, the Canadian minister added, ‘that 
this will not involve any lessening of the forces of sentiment and 
imperial policy which have operated in the past and which animate 
the proposals of the British government to-day’. He proceeded to 
give a list of the commodities on which Canada would desire a prefer- 
ence. They included wheat, barley, flour, fresh fruits, clieese, butter, 
eggs, bacon, canned vegetables, and other agricultural products, 
some fishery products, some forest products, metals, minerals, and 
a not inconsiderable range of manufactures 

The Dominions had to wait nine years before liopes of tins magni- 
tude were realized TJic liberal party in tlie United Kingdom decided 

^ Survey, \ol i, pp 01, 160 if 

^ Cmd 2006, pp. 241-3. ‘Taiiff Prefeicnco Summary of ProposaK by His 
Majesty’s Clovernment ’ 

^ Cmd 2006, p 216 

^ Cmd 2009 of 1924, pp 207-1 1 
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that it feared the labour party’s socialism less than it feared the 
conservative party’s protectionism. The constituencies made a 
similar decision. Before the Dominion statesmen had all dispersed 
to their own countries, a labour government was in office in Great 
Britain The Dominion statesmen realized that their great expecta- 
tions were bound to be disappointed For a time they hoped against 
ho]ie that the new government would at any rate confirm the specific 
offers of extended preference made by its predecessor. But the labour 
and liberal parties, in their election fight, had attacked not merely 
the national protectionist jirojiosals of the conservatives, but their 
preferential jiroposals also. They had denounced the outgoing 
government’s offer to the Dominions as inconsistent with the ideal 
of ' a free breakfast tabic ’. Were not the 1919 preferences also incon- 
sistent with this ideal? Were not they also food taxes? The most 
that Mr Ramsay MacDonald would promise the Dominions was that 
the old preferences would remain just so long as the old duties re- 
mained. Tlie new duties and preferences would not come into force. 
The old ones might before long be removed.^ 

It IS not surprising that there wa.s disappointment and protest in 
the Dominions , the surprising thing is that a mood of resignation so 
quickly ensued A motion was introduced into the Australian Senate 
demanding that Australia’s tariff jireferences should be cancelled, 
but the government spokesman expressed bis confidence that 
British opinion would, despite everything, soon rally to the cause of 
preference. The motion was withdrawn - New Zealand’s Prime 
Minister sent to the British Prime Minister a ‘jilain straightforward 
statement’. He did not conceal his belief that Great Britain was 
acting ‘contrary to the best interests of the Empire as a whole’. He 
declared his inability to understand how Great Britain could allow 
herself to send large sums abroad in order to purchase products which 
she could secure from the unoccuined lands of the Empire. He looked 
back with wistful regret to the illumination of economic under- 
standing which had come to the Empire’s statesmen during the War. 
But in conclusion he made it clear that New Zealand remained, 
preference or no preference, the mother country’s most dutiful 
daughter.^ 

^ J P E t vol. V, p. 838. 


Ibid., p, 550. 


Ibid , p. 840. 



CHAPTER TII 

THE AUTONOMOUS NATIONS OF THE COMMON- 
WEALTH, 1923-39 

I 

‘Men’ 

Between 1918 and 1923 there emerged a clear-cut economic doctiine 
for the self-governing parts of the British Empire. Imjierial [Prefer- 
enee, imperial investment, and imperial migration were in this 
doctrine indissolubly linked together. In tlie expositions of states- 
men — though not always in their innermost thoughts — it was the 
idea of migration which governed tiie other two Preference would 
stimulate capital development, development would swell the trans- 
oceanic flow of men. It was an old idvii restated with a new enthusi- 
asm , m England tliere was too little room, but in the Dominions 
there was plenty of room Now was the time of opportunity. If the 
old methods of haphazard individual effort, with a minimum of 
government assistance, had in the year 1913 produced a flow of 
200,000 settlers from the United Kingdom to the overseas Empire, 
what might not the new enthusiasm achieve if it employed new' 
methods of scientific planning Surely England and the Dominions 
if they worked purposefully together, could far improve upon the 
record of 1913? Tf the United States’, said Mr Amery in 1923, 
‘have grown in the last century from five millions to a hundred 
millions, there is no reason why, m the coming century, we should 
not grow to a population of two luindred to three hundred millions 
of white people in the Empire’ ^ 

The ideal contained within itself both a social and a strategical 
objective. It aimed at greater wealth and well-being for a growing 
white population m the Empire , it aimed also at greater security and 
power for ‘the Empire as a whole’. By what methods were these 
aims pursued ? This is the first question which must be answered. 
What measure of success was achievecl ^ This is the second question 
which must be answered What were the underlying forces which 
determined the result ? This is the last question which must be 
answered, and it is the most important 
The first question has already been discussed in the previous 
chapter, which traced the grow'th of migration policy and administra- 

^ Imperial Economic Conference, 1923. Cmd. 2009 of 1924, pp 114-15 
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tion up to the passing of tlie Empire Settlement Act of 1922. Broadly 
speaking, the statesmen of Great Britain and the Dominions set out 
to achieve their objectives by governmental planning on a scale 
hitherto unpi'ecicdented. The overseas countries improved their 
administrative niaciiinery and prepared themselves to spend great 
Ninns of nionev. Great Britain made herself a fellow-worker with 
tJiein. Here was tlie first striking feature of the new migration 
policy ; it became a jomt enterprise of the co-operating governments 
of the British Commonwealth. Moreover, the co-operating govern- 
ments committed themselves to a new technique. Not that they 
neglected the old methods. They assisted individuals with passage 
money, they improved their organization of training and supervision, 
they encouraged still more actively than m the past the score of 
societies which laboured so ardently to keep Great Britain ‘migration- 
minded 'A But it was the new venture of planned colonization which 
excited their loftiest hopes. Through schemes of land settlement and 
development, they set themselves the exhilarating task of a frontal 
assault upon the vast open spaces. Their hopes knew no limit. 

‘ Australia \ declared Mr. Bruce in 1926, ‘is the greatest undeveloped 
country in the world. . . . Its resources, if brought to full development, 
would probably solve most of the economic problems that face the 
world to-day.’^ 

What measure of success did these ambitious pohcies achieve ? 

It will be best to set out the answer in sober columns of figures (see 
next page). 

Between 1910 and 1937 there were only two years in which net 
emigration from the United Kingdom to other parts of the British 
Empire was more than half the number recorded in 1913 The best 
year (1920) could only show 134,717 settlers, compared witli 223,421 
in 1913. Between 1921 and 1929 the annual average figure was 
roughly 80,000. In 1930 it fell below 8,000. In 1931 and the six years 
which followed there was a steady backward flow of migrants from 
the Dominions into Great Britain. 

By what standard of comparison aie we to estimate these results ? 

To deal first with the backward flow of the nineteen-thirties, it was 

^ Jieporf oj the Oversea StttUment Board, May 1938. Crnd 6766 of 1938, p. 9 
There is a list of State-aided Voluntary Migration Societies in Cmd 4075 of 1932, 
Appendix V. 

^ Speech introducing the Development and Migration Bill, May 1926. The Act 
ratified the £34,000,000 agreement between (Jroat Britain and Australia, an agree- 
ment based on a theory of a more geneial relation between development and migra- 
tion than that contained in the specific settlement schemes which are discussed on 
pp. 134, 152-3. See summary m Cmd 5766, para. 67. 
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not without precedent: for example, Australia between 1892 and 
1906 had lost on balance upwards of 20,000 persons by migration. 
There was, however, this difference in the nineteen-thirties : Australia 
was then in successive years gaining persons of foreign stock even 
while she was losing persons of British stock: in 1935, for example, 
she lost 2,173 of the latter and gained 1,884 of the former. Similarly, 


Migrants of British Nationality from the United Kingdom to other 
parts of the British Empire^ 


Year 

Outward 

Inward , 

Net movement 

1913 

285,046 

j 61.'=!25 

+ 223,521 

1919 

115,369 

i 67,018 

+ 48,351 

1920 

198,594 

; 6:i,877 

+ 134 717 

1921 

136,777 

' 52,547 

(-84,230 

1922 

118,410 

19,687 

(-68,723 

1923 

157,062 

44,438 

+ 112,624 

1924 

1.32,217 

47 3 ^>6 

(-84,861 

1925 

105,225 

42,339 

-1 62,886 

1926 

132,:i06 

:i9,()79 

+ 93,227 

1927 

122,733 

42,184 

4-80,549 

1928 

: 108,982 

46,170 

+ 62,812 

1929 

106,900 

43,949 

-1-62,951 

19,30 

59,241 

51.442 

-(-7,799 

1931 

27,151 

.6.1,181 

- 26,030* 

1932 

21,249 

54,269 

-- 33.020* 

1933 

20,760 

44,042 

- 2:1,882* 

1934 

22,966 

38,846 

-1.6,880* 

1935 

24,256 

35,785 

' -11, .629* 

19:16 

21,485 

37,324 

-12,8.39* 

1937 

1 26,111 

34,107 

-3,0,66* 

* 

Balance mu 

ard to XJmtod Kmgdom 


New Zealand between 1934 and 1936 lost by migration more than 
6,000 people of British stock, but made a small gam by the migratory 
movements of foreigners This was a most significant change. In 
addition, there was a difference in degree and in range between the 
experience of the nineteen -thirties and that of earlier periods. The 
backward-flow of British migration from the outer Empire had never 
before involved so many countries at the same time, nor liad it ever 
occurred on so large a scale 

^ For the sake of convenience, thia table is taken direct from the Report of the 
Oversea Settlement Board, May 1938, Cmd. 6766, p. 7. As from 1st April 1923 the 
figures ore excluai\e of passengers who departed from or arrived at ports of Eire 
Other useful figures may be found m Cmd 4075 of 1932 and Cmd 4689 of 1935 
I have brought some of these figures up to date and compared them with Dominion 
statistics, and have at times made use of these calculations in the text 
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The depicshioii years were exceptional ones. VVliat of the Jia])|)ier 
nineteen-twenties ? On the whole, they do not ('oin[)are unfavourably 
with the denide i)rece(ling the Gieat War. Hut they do compare 
unfavourably uith the years 1011-lT These, no doubt, were peak 
years ; but it was tJieir standard of acineveincnt whicl^ optiinistio 
statesmen had set tlieinsclves the task of suipassing Moreover, tlie 
nineteen-tv\ enties Avere themselves exceptional years , the conjuncture 
of severe dej>ression m the British exjiort industries, of rapid economic 
advance in tJie Dominions and of unprecedented linancial assistance, 
made tJiern distinctly favourable for a great migration effort The great 
effort was made, its results cannot but be judged disappointing 
'J'otal figures do not by themselv^es give the full measuio of dis- 
appomtment, for they do not rcA^eaJ the fa dure of tlie new method 
of planned colonization It was the old method of individual initia- 
tive which still contributed most to the Emjiirc settlement 
Between 1922 and 19.‘]1, 1,070,227 migrants are recorded in the 
statistics as proceeding from the United Kingdom to oversea parts 
of the British Empire. Of these, 666, .*125 undertook the adventure 
without any kind of governmental assistance whatsoever Of tlie 
40.3,902 assisted ones, a large number, including a very bigl) propor- 
tion of those who achieved success, came under the category of 
nominated immigrants: that is to say, it was not merely govern- 
mental propaganda and aid, but ties of kinship or friendship, which 
persuaded them to transplant themselves. This is not to deny the 
value of the assisted passages, the grants for equipment, the training, 
and other forms of help from which both nominated migrants and 
other categories benefited , the total number of persons who were in 
one way or another assisted betAveen 1922 and 1931 was 403,902, and 
many of them would probably have been unable to migrate if they 
had been denied help. But this was merely the familiar experience 
of the years before the war It was the new ex[)eriments which had 
aroused the loftiest hopes, and it was the neAv experiments which 
most signally failed 

In its own chosen and highly advertised s])hero, that of land settle- 
ment, government planning produced a senes of expensive failures. 
Again it would be unfair to exaggerate There were degrees of failure , 
there were even one or two instances of reasonable success. The 
Canadian 3,000 families scheme, instituted in 1924, actually succeeded 
in establishing 2,500 families on fair farming land at a moderate cost , 
it is said that this fortunate result was achieved in large measure by 
the wisdom of the Canadian government in interspersing the immi- 
grant families among farmers who were already established. There 
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was no comparable achievement elsewhere in Canada , still less in 
Australia A New South Wales project aimed at settling 6,000 farm- 
ing families ; it succeeded in settling 38. Tiie ambitious group sel rlc- 
inent scheme in Western Australia set out to establish 6,000 farming 
families at a cost of £6,000,000 , it succeeded in establisliiiig less than 
2,000 at a cost of £9,000,000 — £2,835 for each farm, according to a 
careful estimate ‘This is certainly develoiimcnt — at a price.' PJven 
if the development produced substantial benefits in the long run, the 
price was excessive. It was bound for a considerable time to impose 
on the growing community a burden which would weaken its c apacity 
and will to absorb new immigrants There was also another price to 
pay What of the settlers who had failed, not merely, perhap.> not at 
all, because of their deficiencies, but because of the mistakes of 
government planning? A disastious land settlement scheme in 
Victoria cost the State government t40U,00() in comjiensation pay- 
ments. But compen.sation money could not wipe out the sense of 
grievance among men who behoved that they had been misled 
and mis-handled , nor could it wipe out the ill will towards Australia 
which spread among their relatives and friends and a widening circle 
of English working people This ill will surely contributed something 
to the decline of ‘ migration-mmdedness’. Englishmen spoke of 
Australia's vast open spaces with a sour grin ^ 

The Dominions had already begun to revise their immigration 
policies Organizations which had been established to hurry on 
schemes of development took to them.selves the task of vetoing such 
schemes ^ Governments which had vied with each other m adver- 
tising the opportunities and delights of life in the vast open spaces 
turned off the propaganda tap, recalled their recruiting officers, 
suspended their money grants. It was time for Great Britain also to 
examine with severely critical intelligence the ambitions and assump- 
tions which ten years earlier liad prompted the passing of the Empire 
Settlement Act The years 1932-8 were a time of stock-taking. 


^ On the land settlement schemes see the British blue books already cited, and 
in addition I^eport oj the Oversea Settlement ConnnUtee for the Year ended dl December 
1932 y Report of the British Oversea Delegation to Australia, Victoria — Report of the 
Royal Commission on Migiant Land Settlement, 193.3, Western Australia — Report 
of Royal Commission on Dairy Farming in the SouthAVejit See also Gordon Taylor 
in The Peopling of Australia, second senes (I P R , Melbourne, 1933). There is an 
accurate and comprehensive account of all the exporimoiits in Canada, New Zealand, 
and Australia by D Christie Tait in The International Labour Review, vol xxxiv, 
no 1, July 19.36 

^ o.g. Australia’s Development and Migration Commission, established as a 
sequel to ‘tho £34,000,000 Agreement’. Only £4,300,000 of the £34,000,000 made 
available by this agreement was ever expended 
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There were two fundamental questions which demanded answers. 
Was it to the interest of Great Britain to promote emigration to tJie 
Dominions ? Was it to the interest of the Dominions to attract 
immigrants from Great Britain? In 1932, 1934, and 1938 three 
separate committees gave their separate answers to these questions. 

It was the first of these committees which faced tlie two questions 
most courageously and answered them most realistically ^ This com- 
mittee believed that Great Britain was rapidly becoming what France 
had been for half a century, a country which could not afford emi- 
gration. Great Britain had already less than a rejilacement birth- 
rate. She would soon feel no need to protect her standard of living 
against the pressure of numbers. Emigration had performed this 
function in the past ; but emigration might well become in the future 
the cause of economic, social, and political impoverishment. It might 
rob Great Britain not only of the numbers, but of the groups and 
classes, which she needed , for it was a highly selective process, taking 
‘the men rather than the women, the young rather than the old, the 
bright and ambitious rather than the dull and lethargic’. These 
dangers were not as yet immediate. Great Britain was still suffering 
from abnormal strains upon her economic structure , she would have 
to face a few more years of painful adjustment ; during those few 
years she might ease her situation by sending abroad some hundreds 
of thousands (not millions) of her people But were the Dominions 
piepared to receive these people? There was no doubt about their 
long-range need for immigrants Not one of them had as yet ap- 
proached its optimum density of population Each of them, except 
Canada, was already threatened by rapid decline of the birth-rate. 
All of them would have to search outside their own borders to satisfy 
their future population needs. But they were not at present able to 
pursue the search. In the past they had built up their populations 
on the foundation of their expanding agriculture , agricultural expan- 
sion had now been arrested The Dominions which specialized in 
wheat production were already facing the necessity of curtailing their 
production, immediately and drastically The Dominions which 
specialized in grass-land production were facing problems almost as 
grave. All the Dominions were being compelled to overhaul their 
economic machinery and reconsider their economic policy. Until 
they had done so successfully, they (‘oiild not absorb immigrants. 

^ Cmd 4075 of 1932 The committee was set up by the Economic Advisory 
Council, it consisted of Viscoimt Astor, Professor A M. Carr-Saunders, Mr G D. H. 
Cole, Captain L F Ellis, and Mr. Christopher Tumor, with Mr A F Hemming 
and Mr W J. Garnett as secretaries 
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In short, there was a disharmony between the respective short-term 
and long-term interests of Great Britain and the Dominions. ‘Now 
that it might suit us to send large numbers of people to the Dominions, 
it does not suit the Dominions to receive them. When the time comes 
when the Dominions will again welcome immigrants, it may not be 
to our economic interest to supply the need,’^ 

Economic interest was not, of course, the only factor to be con- 
sidered. The committee of 1932 believed that there were reasons of 
military and political strategy which would justify the attempt to 
maintain ‘a steady flow of migration’. The appeal of these non- 
economic reasons has always been very strong; sometimes it has 
been strong enough to arrest or distort the work of thinking. The 
second committee, which reported in 1934, evaded the two funda- 
mental questions which its predecessor had asked and answered ^ 
Refusing to face the possibility that there had been a slackemng 
of the Empire’s nineteenth -century vigour, it found a scapegoat m 
the Empire’s twentieth -century plannmg. It turned affectionately 
backwards to the methods of the good old days, methotls which were 
‘individualistic, and therefore congenial to our natural bent’. It 
coined the blessed word ‘infiltration’ Migration, it argued, should 
be looked upon as ‘a process of pulling, not of pushing’. This was 
a half-truth which sounded very well. There was a great deal of use- 
ful information and a certain amount of sage reflection m the com- 
mittee’s report. But it shirked tlie really difficult questions. It 
comforted itself with the hope that ‘normal’ conditions would return 
again. It was determined to cheer people up ‘We see no reason to 
doubt’, it declared, ‘that the volume of migration from this country 
will be as great as it has been in the past.'^ 

In order to prepare for the return of the good old times, the inter- 
departmental committee recommended some modifications of the 
Empire Settlement Act (which was due to expire in 1937, unless 
renewed) and some improvements in advisory and administrative 
machinery. In accordance with these recommendations, a new 
Oversea Settlement Board inherited the task of surveying the 
migration problem. Its report of May 1938 is the third document 
which we shall consider.^ It is in some respects a very curious docu- 
ment. It recommended ‘full resumption’ of the policy of Empire 

^ Ibid , p. 24 

^ Cmd. 4689 of 1 935 (Report of the In ter -Departmental Committee on Migration.) 

* Ibid , p. 8. 

* Ibid., paras. 176-8 Following the constitution of the Oversea Settlement Board 
and the publication of its first report, an Act to amend the Empire Settlement Act 
was passed on 19th March 1937 (1 Edw VIII and GUdo VI, ch 18) 
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settlement for reasons which were frankly political. Its estimate of 
the economic factors was far from optimistic. It believed that the 
absorptive capacity of the Dominions lay in the expansion of manu- 
facturing rather than of agricultural production ; but it confessed its 
doubt whether they would be able to maintain the industrial progress 
of recent years — years in which they had actually been losing people 
of British stock. ^ Nor did it fall into the mistake of over-estimating 
the supply of potential British settlers. It estimated the birth-rate 
of Great Britain to be 23 per cent, below replacement rate. It stated 
that Great Britain’s surplus of men and women had ceased to exist. ^ 
And yet it hoped for a speedy resumption of migration. Why was 
this? 'The 2>ressure of population’, it declared, ‘is not something 
that is passing But the centres of pressure are changing, and the 
change is of the deepest significance for the British Commonwealth.’ 
Alien races, inside the frontiers and outside them, were beginning 
to press on the wide territorial possessions of the British race Alien 
ideas were beginning to challenge the ideas by winch the British 
Commonwealth guided its way of life.^ Tlie sands of time were 
running out A few more years, and Great Britain would dare no 
longer to give of her own blood to her daughter nations. Let tliem 
receive the gift while there was still time. . . But was there still time ? 
If the British people would not breed at home, was it hkely that they 
would breed overseas ?^ The Board did not ask this question. But 
there was in its argument an undertone of pessimism which was in 
flat disharmony with the shrill urgency of its call for action It knew 
that no action which British peojile were likely to take now or in 
the near future would be ‘sufficient to increase the jiopulation of the 
Dominions to any substantial extent’. Timidly, and with jiroper 
Nordic reservations, it advised the Dominions to make a start in 
looking elsewhere for their future strength in people.^ 

The official stock-taking of the years 1932-8 served many useful 
purposes. It achieved that sifting of materials which was necessary 
for a detailed understanding of the record of tlie previous ten years. 
It exposed the romantic illusions which had caused some of the more 
expensive mistakes. It erected a defence of studied experience and 

‘ Cind 5706, para 74 
Ibid , paras 10, .lO 

* l})id , paras 13 -15 and 24 The emphatic racial point of view of the report 
soineOmes s( enm to be ‘British’ rather than ‘british’. (On ‘hi dish’ with a .small 
‘b’ SCO this X’j/mv, \ol i, pp 490-7 ) 

^ It would appear fiom necessarily incomplete statistics that immigrants iijto 
Australia have on the avoiage fewer children than the native-born; which is natural, 
seeing they are engaged in establishing thoinselves 

® Cmd 5760, para 48 
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criticism against the propaganda of the few unteachable illusionists 
who still survived.^ It helped public opinion to understand how 
economic progress in the Dominions and social progress in Great 
Britain had changed the migration problem. It did all these useful 
things. Yet two of the three expert reports were marred by un- 
resolved contradictions, arguments irresolutely pursued or imper- 
fectly pulled together, and other marks of intellectual timidity. 
Perhaps these practical men stood too close to their ])r()blem A 
wider perspective may throw it into clearer relief. 

Migration within the territories of the British Empire during the 
past century has been no more than one striking aspect of the out- 
])ouring of European peoples. This outpouring has represented a 
small but significant element in Europe’s contribution to the mcrease 
of the world’s population, which during the last hundred years has 
grown five times as much as m the preceding tliousand ^ It lias been 
man’s increasing power over nature, in old continents and new ones, 
which has made possible this unprecedented spasm of increase. The 
geographical extension of Europe’s scientific and material civilization 
began on a grand scale in 1492; the last great burst of expansion 
called into creative activity the prairie provinces of Canada In our 
own day this expansion seems almost to have reached its ])ermanent 
limits During the four centuries of its duration, and iiarticularly 
during the past century, the greatest migrations of mankind since 
Neolithic time have taken place Europe has called into productive 
activity the resources of the New World by transferring thither its 
own intelligence and strength and avarice , it has created a world- 
wide uniformity of pattern in the material activity of life by shifting 
from continent to continent products and techniques which once 
were localized. F]urope’s acquisitive society sought first the mineral 
wealth of the New World , it has always sought gold and silver and 
precious stones , in our own day it seeks oil also A stronger influence 
in sustaining, if not in stimulating, the migration of men has been the 
man-made migration of animals and plants. The white men brought 
sugar-cane to the West Indies, and a slave population with it , they 
brought back the potato from America to sustain the peasant increase 
of their own continent , by their wool they set m motion the peopling 

^ Note the comparatively realistic tone of discussion at the Empire Migration and 
Development Conference reported in The Tunes, 12th'14th October 1037 although 
there were still some utterances like the following ‘Now Zealand was capable of 
absorbing during the next half-century from ten to twenty millions of British folk ’ 

^ Of course, a rough estimate see R H Croats, ‘Statistics come of Age*, in 
Canadian Journal of Economics and Political Science, vol ii, no 3, August 1936, 
p. 278 
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of Australia; by their wheat they peopled the prairies. This was 
the climax. 

‘ The great migrations of the last century everywhere have been into 
the grasslands, first into the humid and park lands, then into sub -humid 
lands. The story begins with Russia. It reaches its greatest sweep in 
the United States. It is continued in the Argentine, in western Canada, 
in Australia It ends, and ends for all time, in the Canadian North- 
west and the plains of Manchuria and Mongolia.’^ 

Is the story really ended ? Are there no longer any expanding 
frontiers in the New World ? Is the age of the great migrations 
finished ? These are the first questions calling for an answer. But 
there are other questions no less important. Supposing there is still 
an opportunity for immigrants : can Great Britain make use of it ? 
Can she still supply the men ? Can Europe supply them ? If not, 
what countries or continents can ? 

Let us look first at the answer of the Canadian prairies. The most 
impressive thing in the history of their conquest by European man 
IS the break neck speed of it. In 1867, the year of federation, they 
were still an estate of the Hudson’s Bay Company — an estate several 
times as large as the original Dominion of Canada. In 1870 the 
Dominion took possession of them , they then contained, besides the 
Indians, only 12,000 people Of these the greater part were half- 
breeds Their chief occupation was still the fur-trade. The prairies 
exported no wheat until 1876, when they sent 857 bushels to be used 
for seed in Ontario In 1878 they sent their first small shipment to 
Great Britain In the early eighties they were knit to each other 
and to the east by the Canadian Pacific Railway. But in 1901 there 
were still no more than 420,000 people, European and Indian, in 
their three great provinces. It was thereafter that the great rush 
of their growth occurred. By 1911 the three provinces contained 
1,328,000 people. In 1901 they contained only 15*5 million acres 
of occupied land; by 1911 they had added to this figure 42 milfion 
acres. Between 1901 and 1911 the acreage under wheat mcreasetl 
by 400 per cent. And to the men of 1911 all these things, and all 
the other things w hich they had achieved, seemed only a beginning 
How did the men achieve it ? They had to solve two distinct 
problems, a geographical problem and an economic problem. The 
geographical [iroblcm was purely one of the soil and the seasons , 
they defined it primarily as a problem of the acclimatization of 

^ See Carl D Sauer in Limits of Land Settlement, cd T^^aiah Bowman (Council of 
Foreign Relations, New York, 1937), p 15. 
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wheat. Their experience was of higher rainfalls, shorter and milder 
winters, and soft wheats. At first their experience led them astray, 

‘For a number of years’, a pioneer of Manitoba has recorded, ‘our 
wheat was so frozen as to be useless No one would buy frozen wheat. It 
would not make flour or bread Black looking stuff it was, but we had 
to eat it ... Our wheat in those days was the soft variety and it got so 
bad with smut . . . the buyers, when they were looking at the wheat, 
would put a handful to their noses the first thing and — “Pouf, smutty 

But in the eighteen-eighties the experimental farms establi&lied by 
the Canadian Pacific Railw ay were at w'ork on a great task of research 
and education ; they bred and preached ‘Red Fife’, and the farmers 
‘gradually got into hard wheat’. Gradually also the farmers turned 
from autumn sowing to spring sowing, and learnt the practice of 
summer fallowing. Millers in the United States of America played 
an essential part in the conquest of the prairies under the Union 
Jack, by inventing the purifier and the roller mill they made it 
possible to grind a white flour from hard wheat. By the early 
eighteen-nineties settlers in the Canadian West were confident that 
the most urgent problems of land and climate were already solved. 
But there wa^ still much for them to learn ; for northward exj)ansion 
they needed an earlier ripening variety of wheat. They found it in 
‘Marquis’, a cross between ‘Red Fife’ and an Indian variety. The 
great age of ‘Marquis ’ and the northward push of the wheat-growers 
opened in 1911.^ That age, the Canadians say, has now closed or is 
closing. But can it be really so ? Do not the figures of population 
density tell a different story? Between 1926 and 1936 the north- 
ward movement of population in Alberta was equal to a rate of two 
feet per hour for every man, woman, and child in the province Alas, 
this was no confident pioneering assault upon the north It was more 
like a retreat than an assault Many of the northward- drifting families 
were m flight from the southern ‘dust bowl’ ^ The prairie settlers 

^ The Story of a Gram of Wheat, by William ICdgar, quoted Monthly Review of the 
Rank of Nova Scotia, November 1937 

^ The age of ‘Reward’ and ‘Garnet’ came still later those strains ripen earlier 
and have made possible a further northerly expansion into forest areas which, though 
more costly to put under the plough, offer more hope for the development of sub- 
sistence farming than do the semi-and plains of the south. 

® R H Coats in Canadian Journal of Economics and Political Science, August 
1936, p. 280 The rate of two foot per hour is a refinement of the rate of fifteen miles 
in ten years. But it would be wrong to interpret this movement crudely as merely 
a flight from southern Alberta to the Peace Rivoi It is much more complicated 
than that. Not only the far north, but the middle north and the central districts 
of Alberta have received population which has come only partly from those parts of 
south-eastern Alberta and south-western Saskatchewan which have been evacuated 
by wheat farmers 
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now knew what it meant to give ground as well as to take it. In the 
south they had overstepped the limits which chmate has set to culti- 
vation They knew that they were reaching those limits in the north. ^ 
The settlement of new countries means more than a moving 
frontier and an assault upon wide spaces. There is a difference 
between ‘trekking on’ and effective occupation. The first assaults 
upon distance need to be followed by the laborious business of 
consolidating the ground which has been won and mopping up the 
strongholds of primitive wildness which still hold out within the 
lines of occupation. This is a task which kept the people of England 
and continental Europe busy for many centuries. The European 
communities which have occupied the New World possess the tech- 
nical means of completing the task more rapidly. But their capacity 
to employ these technical means is determined by economic controls. 
Just as there are geographical limits to the extension of settlement, 
so are there economic limits to its intensification. The land may be 
in occupation, it may be m use ; but effective settlement may 
demand an alternative use which would yield a far greater produc- 
tivity and support (directly or indirectly) a far greater population. 
Yet the economic controls may forbid the community to avail itself 
of this opportunity. The power of these controls to hasten or retard 
the work of settlement is strikingly illustrated by the history of the 
Canadian West. 

The economic factors controlling the history of the prairies have 
been chiefly four land, transport, technical progress, price ^ ‘Plenty 
of cheap land’, which was Adam 8mith\s explanation of North 
American progress a hundred years before the Canadian prairies 
were occupied, still remained tlie chief factor. Tlie land was, more- 
over, fertile, and there was no timber to delay a spectacular exploita- 
tion of its resources ^ But this could not be achieved unless the 
productive forces of capital and labour were brought to bear upon 
the land. In the plains of Canada, as m those of Australia, the task 
might conceivably have been attempted by the method of subsistence 
farming this would have meant —and did mean when it was tried^— 
a painfully slow rate of progress, a laborious nibbling at little scraps 

^ Tn Bowman, op cit , p 72, Professor Mackintosh estimates that thoic aie still 
20,000,000 acres in the throe prairie provinces wlncli might possibly hold about 
600,000 more people, but they are definitely inferior land and are aheady occupied 
in some fashion 

^ I follow W A Mackintosh, Kcoyiomic Problems oj the Prairie /^roumcr.*? {(Janadian 
Frontiers of Settlement, vol iv, Toronto, 1933) 

^ On the heavy costs of clearing in largo aioas of Australia see S M Wadham 
and G. L Wood, Land Utilization in Australui (Melbourne, 1939), pp 59-77 
* See, o g , Hancock, Australia (Bonn, 1930), p 11 
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of those vast areas of land which by another method were swallowed 
in jirodigious gulps The prairies are too dry and cold to favour 
subsistence farming, but they are ideal for commercial farming. 
The method actually cmiiloyed for subjugating them was dictated 
by the nature of the Great Commercial Republic as described by 
Adam Smith. It was part of the widening division of labour among 
the continents, each concentrating on the tasks it could perform most 
cheajily and efficiently. Australia was able to offer her wool, the 
Canadian prairies their wheat , industrial Europe was willing to send 
capital and labour to produce these commodities, provided she satis- 
fied herself that the margin between costs and prices would show a 
profit. ‘Plenty of cheap land’ as contrasted with the pressure of 
people on the land and food of Europe, plenty of rich virgin land as 
contrasted with Europe’s long battle against soil-exhaustion — these 
were the primarv elements of low cost on the prairies. The progress 
of transport and of mechanical efficiency in farming contributed 
the two other most important elements of low cost To price, the 
ultimately regulating factor, the men working on tlie prairies could 
make little or no contribution, unless it were the contribution which 
sometimes they made jierforce in evil times, when despair or bank- 
ruptcy checked their jiroductive energy. Price was determined by 
the higgling of the world market, the relation of demand to supply 
It was the demand of industrial Europe, with its increasing popula- 
tions and its rising per capita consumption of wheat, which had the 
last word in determining the fortunes of men on the prairies. 

The interaction of these economic forces can be ]ilainly traced in 
the successive periods of prairie history. In mechanical efficiency 
there was from the beginning uninterrupted progress. The United 
States had already far out-distanced Europe m the individual pro- 
ductive [lower of the persons engaged in agriculture , Canada 
borrowed and imjiroved upon the experience of the United States.^ 

^ The following table {Mackintosh, op cit , p. 117) indicates the progress m 
Tn('( hanical efllciency since 1!)()1 


Year 

ArOAi of occupied land 
per person emjaejed in 
aqrieidinre 

j Area of improved land 
per person engnqed in 
aqricnhnre 

Area of field cropi 

1 per person engaged 
in agriculture 

1001 

184 

67 

43 

1911 

203 

81 

62 

1910 

216 

101 

72 

1021 

234 

119 

86 

1926 

215 

119 

85 

1931 

247 

14r> 



The value of machinery per person engaged m agriculture was $217 m 1900, $386 
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In the cost of transport, both by rail and on the ocean, there was 
from the eighteen-eighties a progressive and sensational fall. In 
1874 it cost about 20 cents to ship a bushel of wheat from Montreal 
to Liverpool, in 1028 it cost 7 or 8 cents. Yet until 1896 
progress on the prairies was still lagging. That was because 
a downward trend of prices accompanied the downward trend of 
costs. When after 1896 prices turned upwards, all the separate 
factors operated together to produce a sensational expansion The 
prairies were now in step with the world. Throughout the whole 
period 1890-1914 the average annual increase of tlie world’s wheat 
production was 50 million bushels ; the increase during the five years 
prior to the war of 1914-18 amounted to 600 million bushels. Econo- 
mic theory applauded, and the economic policy of go\ ernments made 
little eftort to restrict, the supj)lies which flowed into Europe from 
Russia and overseas countries. Agriculture in western Europe was 
adapting itself to the new order by a, change-over to live-stock farm- 
ing , governments understood that the [prairies must pay their debts 
and buy their manufactures with wheat , workmen and employers 
were at one in desiring a cheap loaf Population and living standards 
were both increasing rapidly, and expanding sup^ily never pressed 
so heavily ujion demand as to cause a sag in jirice. Tliese were the 
years of hajipy jirosperity in which the prairie peoiile learned to say 
‘ It ’s as good as the wheat ’ 

They were able to go on saying it, with only fleeting twinges of 
misgiving, for another twenty years The War caused a heavy cur- 
tailing of wheat acreage in Europe and led to the elimination of 
Russia as an exporter, prices soared, the patriotic motive reinforced 
the piofit motive, and the Canadian West almost doubled its acre- 
age ^ In the early nmetcen-twenties a sharp recovery in European 
acreage caused a steep decline of price and resultant consternation 
on the prairies , but m 1924 jiroduction became profitable again and 
the work of expansion recommenced with renewed vigour. It went 
too fast in Canada and in other countries. By 1929 it had become 
plain that supply was outstripping demand. After 1929 there 
occurred a drastic contraction of demand. During 1932 wheat prices 


m 1910, $914 in 1920, $804 in 1930 Tho 1920 figure reflects the abnormal war- 
time expansion in acreage and sboitago of labour. 

^ Pratrie Wheat Acreage 

1911 9 3 millions 1917 . 13 6 millions 

1915 . 13 9 „ 1918 . 16 1 „ 

1916 14 4 „ 1919 17 8 

In tho same period the acreage for the whole of Canada increased from about 10 1 
to 19 7 millions. 
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fell within a few months more than changes in the value of money 
had raised them during the previous three centuries On 16th 
December 1932 they reached the lowest level recorded since 
Queen Elizabeth s day.^ 

TJien, from 1033 to 1036, the prairies were afflicted by drought. 
Their misfortunes were a boon to wheat-growers elsewhere, short 
supply jiroduced in due time a precarious recovery of price. But in 
Europe sujiply was increasing. Agricultural protectionism was 
Europe’s answer to North America’s restrictions ujion immigration. 
For reasons of social policy, financial defence, and military security 
U erm any , Italy, and France were segregating themselves from the world 
trade m wheat They were ready if necessary to pay a dollar a bushel 
dearer foi* gram of tlieir own growing. Before the depression world 
shipments of wheat averaged 800 million bushels, from 1932 to 1936 
they averaged .'i34 million bushels European imports were down by 
240 million bushels, a figure corresponding roughly to the suspended 
demand of the tlirec large continental irnpoiters. At the same time 
it became generally known that jiopulation incicase in Western 
Europe was slackening towards the still ])oiut, and that the consump- 
tion of wheat per head of the population was falling Old markets 
were disappearing before new markets were ready to take their place 
On the prairies men could no longer exclaim, ‘It’s as good as the 
wffleat, ’ The questions they now had to ask thcmselvx's were How 
much of their w4ieat acreage would the^^ be com])elled to sacrifice ? 
What would they ])ut in its place ? How many of their debts would 
they be alile to pay? And the government of tlie Domimon had to 
ask itself disturbing questions It had to rei^k on witli a disturbance 
of Canada's economic foundations, a twisting of the axis on winch 
Canadian nationhood had been built The north -soutli axis linking 
Canada to the United States was now becoming tlie predominant 
element in the Dominion’s economic strength The most vigorous 
thrust of the economic frontier was now the northward thrust into 
the Laurentian Shield — a forbidding land, but one which was rich in 
minerals, forest products, and power-generating waters. Yet the east- 
west axis still remained an indispensable element in Canada’s his- 
torically constituted nationahty and economic structure ^ Its assets 
in caj)ital equipment and population must be defended. How much 

^ On 14tJi »JnIy this reconi was beaten. 

^ lunjs, op cit , p 11 ‘Foi tl)e whole of Caunda, wheat, in terms of population, 
IS almost thtee times as important as it is in the expoitmg countries of Argentme 
and Austialia, and six times as impoitant as it h m tho TTmtoil States.’ In excep- 
tional years (o g 1018 and 1910) Canada’s export of wheat was more than half the 
world export , m the nmoteen-tliiities it was noimally above a thud of world export 
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salvage work would the Dominion government have to do ? How 
long would it have to continue doing it ? How much would the pros- 
perous and grudging provinces of Ontario and Quebec allow it to do ? 

The prairies had fallen upon evil days. It would have seemed 
absurd, during the nineteen -thirties, to initiate a solemn inquiry into 
their capacity to absorb immigration. 13ut what wa.s their capacity 
to absorb immigration during the days when ail good things were 
‘as good as the wheat' ? The question should perhaps be stated less 
provincially what was the Dominion’s capacity to absorb immigra- 
tion during the years when the wheat was ‘good and young men 
were being urged to seek their fortune^ in the West ? It is obvious 
that immigration into the prairie provinces has been a factor in their 
population growth , nobody is likely to argue that all their present 
inhabitants are descendants of tlie 12,500 people who were living 
near the Red River in 1870. It is also obvious that a great deal of 
the population increase winch the economy of the wheat-fields has 
supjiortcd has occurred el sewin' re than amidst the wheat-tie! ds. 
Much of it has occurred m the cities, including the cities of other 
provinces The process of adjusting costs to prices, it has already 
been shown, has increased the value of machinery employed by the 
individual farm-worker and has reduced the density of the farming 
population.^ A very great deal of the labour necessary for iirodiicing 
praiiic wheat lias taken place in rosearc'li laboratories, implement- 
making factories, oil depots, and commercial houses ; and in addition 
there has been the labour associated with transjiort, grain storage, 
and marketing ; to say nothing of the labour employed in producing 
the necessities and luxuries wdnch express the wheat-farmer’s stan- 
dard of living. Canadian policy therefore erred when it sought to 
ear-mark immigration for work upon farms wdiich were progressively 
reducing their demands for labour r and the immigrants who did 
not go West jirobably showed sound judgement Between 1919 and 
1929 146,000 British immigrants announced that tlie agricultural 
West was their destination , but the British-born of the jirairies 
increased during that jicriod by only 3,000 ^ 

Let us not therefore look in any particular section of Canada for 
the increase by immigration associated with tlie giant strides wLich 

^ Tho reduchon of rural density" is not merely, nor always, a reduction of the 
farming population, it may mean the eliinmation of the village wheelwright, ore- 
keeper, hotel-keeper, and similar Tenderers of sorvioos which onco wore pei formed 
locally but now aro jcndored by tho large cities See Coats, op cit, describing County 
Huron 

* Canada applied the nomination system only to land workers 

^ L S. Reynolds, The British Imnngrant {Toronto, 1935), p. 5 
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the Dominion made westwards , let us look for the increase in the 
Dominion as a whole. At the last census, the population of Canada 
was 10, 1176,786, of whom 77*8 per cent, had been born m Canada; 
the rcmammg 22*2 per cent, had been born in other countries. Great 
Britain had contributed 723,864, the United States 344,374, to the 
total of 2,307,525 living persons of immigrant origin But at the 
same tune there were on the soil of the United States 1,278,421 
persons of Canadian origin The whole assumption of population - 
increase by migration is laid open to question so soon as the loss by 
emigration is studied. Has Canada been able, even in her most 
bustling days, to absorb both her own children and the strangers 
whom she has welcomed within her gates ? The movement of her 
own children into the United States has at times reached colossal 
figures , the net loss in the eighteen-eighties was 339,285 , in the 
eighteen -nineties it was 301,884. In the nineteen-tens it was only 
65,620, but in the last census decade it rose again to 281,636. The 
chief statistician of the Dominion has calculated and moralized as 
follows. ‘If we count all of Canadian stock, perhaps a third of us 
are south of the line, whilst certainly not more than one per cent of 
the Americans are north. . . . Now, when a millionaie drops a dollar 
bill it IS no great matter, but when an ordinary man dro])s not only 
a “live” but a roll of them, he lights a candle and sweeps the house.’ 
TJie same writer, after an acute analysis of the distribution and 
character of this emigration, concludes that it has been occasioned 
more by ‘pushing ’ than by ‘pulling’, that ‘the a ter(jo of economic 
])ressure ’ has been the most powerful cause of it He has suggested 
elsewhere that immigration itself is one of the elements of this ex- 
pulsive jiressure , he has emphasized ‘the pregnant fact that a big 
exodus of the Canadian -born conies after, rather than before, a big 
immigration movement’.^ As for the immigrants, many of them are 
merely labourers on loan to Canada; about one in three ‘stay put’. 
The analysis is surely a sobering one. Canada’s increase by immigra- 
tion is beginning to look like an optical illusion. This in fact is the 
conclusion of the British experts who rejiorted in 1932. 

‘It IS far more difficult’, they wrote, ‘to judge the population require- 
ments of Canada than those of other Dominions, as, owing to the com- 
plications introduced by contmental migration movements, between 
1871 and 1901 the total increment of the population was less than the 
total natural increase This means that not only was the whole of the 
net overseas immigration lost to Canada by continental emigration from 

^ Tl H Coats iti Canadian Journal of Economics and Political Science, August 
1936, p. 280 
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Canada into the United States but also part of the natural increase. 

Since the war, the position has reverted to that obtaining before 1900, 

the total increment each year having been less than the natural increase.’^ 

Some people may go so Lir as to say (Erancis Walker said it fifty 
years ago of the United States) that the Canadian ]K)pulation would 
have been larger if there had been no immigration This argument 
implies the proposition that immigrants have actually displaced a 
greater number of Canadians who would otherwise have made a 
living in Canada. It is a proposition whicli can hardly be proved 
There is also a kind of doctrinaire wrong-headedness about it Could 
the railways have been built without immigrant labour ? Is it likely 
that Canada’s population would have grown to its present size with- 
out the transpoit and other equipment on whicli lier modern eco- 
nomic system is based? All the same, one thing is clear. For the 
past half-century— a half- century comprising not merely the great 
prairie expansion but also a quickening industrial development and 
a vigorous northward u<lvance of tiie mining frontier — Canada’s 
‘absorptive capacity’, if the term is used as it is commonly used m 
migration discussions, has been a minus quantity. It is of course 
quite obvior.s tliat a great number of immigrants have remained in 
the (country ; but it is at the same time only too true that a greater 
number of emigrants have left it. 

One of the things which immigration has certainly achieved is a 
modification of Canada’s racial and cultural composition. This is 
a subject too large to be pursued here , but two facts may be noted. 
One is the racially cosmopolitan character of the prairies, where 
from 18 SO onwards settlers of English speech and predominantly 
British stock failed for the first time in the nineteenth century to 
take the lead in opening up the virgin lands of the North American 
continent The other fact is the racial and cultural homogeneity of 
French Canada, its superior natural increase and its persistent 
methodical expansion. In 1763 there were 65,000 French-Canadians , 
in 1881 there were a million and a quarter of them. In the next half 
century they added more than a million and a half to this number. 
In 1931 they numbered 2,927,460. And all this without the aid of 
immigration ^ They had on the contrary spiUed over generously into 
the United States. Since 1930 that outlet has been blocked. What 
wiU their future be ? They have for many years been advancing 
persistently into the once English-speaking eastern borders of Ontario. 
Their national and religious leaders are inspiring them to a courageous 
pioneering thrust northwards into the forbidding Shield. But at the 
^ Cmd. 4075 of 1932, para. 44. 
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Bame time they are becoming of necessity and with speed a pre- 
dommantly urban peojile. Tlie necessities of a new way of hfe may 
bar their way to that complete biological and cultural reversal of the 
eigliteeiith -century conquest which has been tlie dream of some of 
tJieir more ambitious and romantic spirits. But the present tendency, 
if it continues, means that the Canadians of British stock, giving 
ground both in the west and m the east, are bound some day to take 
second [ilace, so far as numbers are concerned, within the Dominion ^ 

The demographic problem must, however, be jiostponed a little 
longer , there still remains something to be said about absorptive 
capacity m other Dominions. The experience of Canada is illuminat- 
ing and m many respects typical , but in one important regard it is 
unique. No other Dominion has such a neighbour as the United 
States of America In some degree the small island of Tasmania, 
a State within the Commonwealth of Australia, stands in relation to 
the neighbouring continental mass as Canada stands in relation to 
the United States Tasmania has persistently lost population to the 
mainland not only by her failure to hold sufficient immigrants, but 
by a drain on her own natural increase. But this must be reckoned 
an internal migratory movement, the absorptive ca]iacity of the 
Commonwealth of Australia has been normally a plus quantity. 
The same has been true of New Zealand. Until a quite recent period, 
the rate of population increase in these two countries was perhaps as 
high as that of any other country in the world - Yet Australia at 
least was continually being reproached, by outsiders and by her own 
impatient jiatriots, for failing to fill her vast open spaces. These 
preaching publicists did not know what the vast open spaces were 
like. They ought to know now, the geographers have told them 
often enough. It is silly to add up the number of Australia’s square 
miles without giving any attention to the fact that more than half 
of them are and, at the best sparse pastoral country, at the worst a 
howlmg desert. It is mischievous to keep on pretending that any 
people have ever founded thriving settlements or could ever found 
them in a land so inhospitable as Central Australia A recent 
authoritative study has stated with severe respect for fact and an 
unfailing mastery of its details the essential truth about land utiliza- 
tion in Australia With expert thoroughness the authors examine 

^ Soo F Scott, Canada To-day (Canadian Instil uto of International AfTaiis, 19118), 
p 26 On present trends the French -Canadians would, it is calculated, take first place 
in 1971 If all lacob are considcii'd, Canadians of lliitish oiigin aro already in a 
minority 

^ For the situation as commonly viewed at the end of the nineteen -twenties see 
Hancock, Atistiaha, p 146 
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the conditions of climate and soil, of scientific knowledge and tech- 
nique, which have fixed the geographical limits of Australia’s several 
rural industries. ‘Whatever the standard of living accepted by the 
inhabitants’, they conclude, ‘four-fifths of the country could not be 
settled much more densely because of rainfall deficienc'y or other 
factors. When the proportion of barren upland is deducted from the 
remaining 20 per cent, which is climaiicalbj suitable for more intensive 
development, the disparity between people and land talces on an 
altogether different complexion. It is not denied that within the 
occupied frontiers of settlement a great deal of mopynng up and con- 
sohdation of ground still remains to be done. It is plain that a more 
intensive use of much loosely held or half-nn proved land would 
increase its capacity to contribute more plentifully to the means of 
life. Of whose hfe ? The life of a locally rooted peasant community, 
or the life of the hundreds of milhons of under nourished jicople who 
painfully exist in the modern world*'' The Australians would not 
have achieved a fraction of theii astonishing success in making their 
difficult country productive, if their efforts had been ( ontrolled by 
the peasant ideal. hVom the beginning of the nineteenth century 
until recent times, their efforts have been controlled by the ideal of 
the Great Commercial Republic A world which had use for new 
supphes of wool and wheat and metals was willing to cqui[) Austraha 
With the means of producing them. It was European investment 
which enabled the Australians and Canadians and Argentinians to 
master their new countries so (juickly , it w^as the jirospect of profitable 
markets which induced investment Hjis that prospect now^ dis- 
appeared? Australian producers iiave the capacity and the will to 
continue the work of subjugating the remaining strongholds of un- 
productive wilderness and of adding to the richness of their pastures 
and ploughlands But each individual grazier and farmer is compelled 
to count the cost. He cannot set lurnself to the work if by doing so 
he wall lose his living. I f Europe w itli its smaller families and autarldes 
and neglected poor has decided to reduce its demands on the outer 
w orld for the means of hfe and wxirk, if Asia is unable to make her 
human demands economically effective, Australia, like other countries 
similarly situated, will have to think out new' methods of achieving 
her work in the world. She may have to seek an increased density of 
rural jiopulation at a lower standard of living, rather than a maxi- 
mum rural jiroductivity contributing to the living standards of other 
jieoples no less than her own. 

^ Wadham and Wood, Land Utilization in Australia^ p 323 The argiirnont about 
the irrelevance of more isize applies equally to Canada 
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She has not as yet hiced this possibility. Rather has she hastened 
her efforts to achieve a more even balance between rural and urban 
production The prospect of closing markets has speeded u]) a process 
w hich the technical progress of agriculture had already initiated — -the 
process of increasing the numerical preponderance of city workers.^ 
It was not in the country, but in the cities that Austraha, during the 
])criod undci review, demonstrated her capacity to absorb new pro- 
ducers. During the nineteen-twenties, while the British and Austra- 
lian governments were spending vast enthusiasm and large sums of 
money in pursuing the objective of rural settlement, economic forces 
were working persistently in the contrary direction In the nineteen- 
thirties the governments confessed that they had been pursuing a 
mirage. TJiey still clung to their ideal of redistributing the white 
population of the Empire, but they agreed that Australia’s chief 
contribution of living-space must for the present be made by the 
industries of lier cities 

Let us assume that Australia’s capacity to absorb immigration, 
whetlier in the country or in the city, is ample Can Great Britain 
supply the immigrants? The inter-departmcntal committee which 
reported in 1934 saw ‘no limits’ to her capacity to do so.^ This was 
surprising. As early as 1917 the Dominions Royal Commission had 
expressed very serious doubts about Great Britain’s future as an 
emigration country ^ Those doubts had been forgotten during the 
nineteen-twenties; but the expert committee of 1932 had done more 
than revive them , it had declared flatly that Great Britain’s capacity 
to give to the Doniimons of her own flesh and blood was lapidly 
disappeaiing. Since then, a band of speciahst workers has convinced 
students and a great part of the public that this conclusion is true. 
J^et us rapidly examine the situation as an Austrahan investigator 
sees it ^ 

^ In 1913-14 Ausiralia had 2l(),0()() malos employed m agiieoltiire In 1931-5, 
^\lth inoio acios nndor cultivation and an incroasod yield per aero, she had 193,000 
nudes so employed In Now Zealand, a committee on imemplov merit set up in 1929 
foiiud that in the four yeais 1923-4 to 1927—8 production per acre had increased 
by 24 13 per rent, whilo tho niimhor of persons employed per 1,000 acres had 
decreased by 4 2 per cent 

^ (;m<l 1689 of 1935, para 198. 

® See p 129 above 

* In tlie succeeding paragraphs I follow tho analysis of Mr W. D. Forsyth, to 
whom r am juii tieiilarly grateful for permitting mo to uso his excellent work in 
advance of its pnhheation Tho specialist 8tu<lents who have played the greatest 
part m educating Gioat Britain on this problem are P/ofessor Can -Saunders (see 
World Population, Oxford University Press, 1936), Dr. Enid Charles (see, e g , Memo- 
randum No 55 of tho Royal Economic Society), and Mr R. R. Kiiczynski (see. e g.. 
Economica, May 1935, and Sociological Review, July 1937) 
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The experience of the past century suggests that there is a close 
connexion between rates of natural increase and movements of 
emigration. It is the countries with a rising rate of increase which 
have exported populations , a fall in the rate has regularly preceded 
a dwindhng of migration^ Between 1871 and 1931, although the 
population of Great Britain increased from about 2« millions to 
about 43 millions, the average annual gam per cent, declined from 
1*39 to 0'40. Throughout the whole period, emigration was the least 
important factor in determining the net annual variation of popula- 
tion , in the latter part of the period the birth-rate fell more rapidly 
than the death-rate. By the year 1938 it was estimated to have fallen 
23 per cent, below replacement rate." Great Britain was already on 
the eve of a new period of ‘natural decrease On general grounds it 
would seem that England, during the coming half-century, was likely 
to be no more an emigrant-exporting country than France had been 
during the past half-century. 

But the problem can be examined more exactly Closely connected 
with a iieople’s rate of natural inciease (or decrease) is its age compo- 
sition. A high rate ot natural mcTease produces a larger proportion 
of young people in the total population ; a low rate of natural increase 
has the opposite elTcct What is the position of those age-groups of 
the British population whu;h have been in the past the chief suppliers 
of migrants ? The Australian investigator has concentrated his 
attention upon four distinct groups below the age of 40 Both before 
the War and after it, these four groups together supplied the vast 
majority of migrants — about nine-tenths of tlie men and seven- 
eighths of the women 

The first group to be considered comprises the men and women of 
18-30. This group was in the ])ast the most important of all , it sup- 
plied two-fifths of the migrating men and a third of the women. Can 
it still be regarded as a reservoir from which the Dominions may draw 
people ? It contains at present, and will for some time still contain, 
more people than were in it during the nineteen -twenties.^ But as 
its members move onwards through their twenties towards the upper 

^ The Danish student Ka\nholt lias detected a regular time-interval of about 
twenty years m the opeiation of these sequences of cause and effect 

^ Cm<l 5766 of 193S, para 6 By the estimate accepted by the committee, the 
biith-rato equal to a full replacement rate was 19^ per 1,000 the actual rate for 
England and Wales m the year 1933 was 114 For Goirnany (wheio it has smee 
risen, but not yet to replacement level) it was in the same year 14 7, for Norway 
14 9, for France 16 3, for Holland 20 8, foi Italy 23 7 The apparently simple con- 
cept, a birth-rate equal to a full replacement rate, roquiios a good deal of elaboration. 

* The mean size of the group in that period was ]ust over 4,000,000 Its size will 
be greater than that until about 1950, when a rapid shrinking must begm. 
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limit of the group, their places are to a decreasing extent taken by 
juniors eiit Cling the group at its lower limit. The insufficiency of new 
entrants first showed itself definitely in the year 19.‘H The con- 
tinuance of tins insufficiency for a considerable period can be pre- 
dicted with complete certainty.^ In the past eighteen years there 
have been too lew babies born to supply the quota of entrants 
necessary for maintaining the numerical strength of the group. An 
absolute shrinking is now only a question of time A revival of 
fertility, even it it occurred immediately, could make no immediate 
difference to the prospects of the group , for after all it takes a new- 
born child eighteen years to reach the age of eighteen ‘This im- 
portant section of the reservoir of migrants is drying up, because the 
men who might have Ivept it replenished have never been born ’ No 
more have tlie women been born. 

The second group to be considered comprises the men and women 
of 31-45. In the past, this group, although less importtant than the 
preceding one, made a useful contribution of people to the Dominions : 
from it were drawn about a quarter of Great Britain’s female emi- 
grants and about a fifth of the males If mere numbers were con- 
sidered apart from the conditions which determine behaviour, there 
would a]ipear to be no reason why the Dominions should not continue 
to draw jieople from this group. It is now considerably larger than 
it was in the nineteen-twenties, and until the middle nine teen- forties 
it will be ade(iuate]y replenished by new entrants. 

There remain for consideration two other groups, the juveniles of 
11-18 and tlie children of 0-1 1 The composition of tlie former group 
can be forecast with certainty only for a period of eleven years 
ahead, the pros]iects are that by 1950 it will be only three-quarters 
of its size m 1935. The number of new entrants to this group has 
already suffered drastic curtailment The future of the cliiid group 
IS less jiredictable. An increase or decrease in the birth-rate would 
have an immediate effect upon the destiny of this group. But the 
ex[)ert students of population are quite unable to say with certainty 
which will happen. Most of them advance strong reasons for antici- 
pating a further decrease. ‘Uncertain, but woefully likely, is the 
continuance of declining fertility.’ 

This, then, is the state of the principal compartments of that 
reservoir from which the Dominions have in the past drawn the 

^ Tl^iw oomploto foitainty, arising from the fact tliat tlio biith factor cannot be 
altered since tho lelovaiit biiths have already oocuned, depends on tho assumption 
that there is no sensational immigration of juveniles into Cheat Biitain The death- 
rate has over a long period been behaving m a manner sufficiently regular to justify 
the general prediction 
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greater part of their immigrant settlers. Is it likely that they will be 
able in the future to draw largely from the same reservoir? in 
answering this question, it will be as well to consider two distinct 
|)oints of view , that of individual motive, and that of the jmbbc 
interest. 

It will be recalled that most of the official persons who reviewed the 
problem of migration between the yi^ars 1932 and 1938 laid the 
greatest stress upon indiviflual motive The inter-departmental com- 
mittee of 1934 looked forward to a resumption of migration on the 
old scale by reason of the operation of the old motives —motives 
which were individualistic, and tlierefore congenial to our national 
bent'.^ The same committee asserted that these motiv^es operated 
‘ as a process of pulhiig, not f)ushing ' Yet it is doubtful whether the 
pi()(‘css of pushing can he altogether ruled out. It might conceivably 
o[)eratc through catastroplie A com])lete and sudden coilajise of 
Intel national ex(;hange would turn Great Britain into an over- 
populated coimtiy “ The destiuction of London by air bombing or 
the institution ot concentration camps for liberals and socialists 
would doubtless be pushes of (juite satisfactory intensity Pushes 
of a more matter-oi-fact kind have constantly been operative in the 
])ast, Cecil Rhodes once said that he left England because he could 
not abide the mteiminablc cold mutton Many experts, perhaps the 
majoTity of them, are convinced that a rapid rate of natural inciease 
tends by itself to o{)eratc as a iuxsh of considerable effectiveness, by 
creating pressure upon the opixirtumties of employment and upon 
the standaid of living This particular push, at any rate, can no 
longer be counted upon It is true that an effect of the opposite kind 
cannot with certainty be predicted from the operation of ‘natural 
decrease’ The probable economic effects of a decline in population 
have not as yet been sufficiently studied it is not inconceivable that 
a downward movement may be associated with unemployment Yet 
the probability would surely seem to be that the notice, ‘ Boy Wanted 
will appear more frequently in the windows of English shops and 
fa(‘tones and offices. To return to our age groups, it seems unlikely 
that many individuals in the three groups under thirty will be the 

^ Sco p 155 above 

^ Warren Thompbon m Popidation PiohJem^ (Now York, 1935) and Sir William 
Jloverjtigo m Unemploijjuejit (London, 1930) dibou'^s tho oronomir factoib whicli might 
cause a serious fall in the standard oi living and tlieiofoio tend to cause emigration 
to coimtiics wlicio expansion is going on, notwithstanding the decline m tho liomo 
population. 

’ Since tho above was wiitten Mr W B Keddaw ay’s book, Economics of a Declining 
Population, has appeared (Allen & tinwm, 1939). 



174 


THE AUTONOMOUS NATIONS OF THE 


Chap III 

victims of much spontaneous and energetic pushing-out by the 
economy and society of Great Britain. ^ The economy may for a time 
continue to exercise pressure against the less important group of the 
over-thirties. But the society, acting through its legislature and 
government, has akeady taken steps to mitigate the rigour of the 
economy's expulsive urge. Social insurance and sanitation in slums 
have done much to temper those fears and sufferings which contri- 
buted not a little to the ‘ migration-mindedness ' of an earlier age. 

A falling birth-rate reduces the pull of overseas countries as well 
as the push from home A country in which large families are the 
rule demands plenty of the subsistence goods — bread, meat, and the 
like — winch are most readily produced in prairies and savannahs , 
but a country in which small families are the rule demands propor- 
tionately fewer subsistence goods and proportionately more comfort 
goods. 2 In producing comfort goods, the older and more thickly 
populated lands have the advantage over the newer and emptier 
ones , the stream of migration therefore tends to flow back to the 
places where the greater opportunity exists 

The individual search for opportunity as a factor in migration has 
never been better expressed than by Hardy’s eager young Scot in 
the Mayor of Casferbridg (^ . 

‘“I’ve sent on my luggage — though it isn’t much, for the voyage is 
long ” Donald’s eyes dropped into a remote gaze as he added “But 
I said to myself, Never a one of the prizes of life will I come by unless 
I undertake it And I decided to go.’” 

What the jirizes now arc in the Dominions has been by implication 
discussed m the preceding inquiry into their absorptive capacity. 
Doubtless, in their more moliile and malleable societies, there are 
rich prizes still for individuals of outstanding initiative and intelh- 
gence, and their expanding industries and growing cities may offer 
still to more ordinary men solid prizes of decency and comfort. But 
these are precisely the prizes for which men and women are hoping 
in Great Britain. The differences of kind and of degree between oppor- 
tunities in Great Britain and the Dominions are not wliat they 
used to be. The contrast between hard times at home and great 
expectations abroad is not what it used to be Was the Oversea 
Settlement Board right in assuming that the dechne in ‘migration 
mindedness' was merely a temporary phenomenon? Admittedly, 
short-term fluctuations often look lilce long-term trends, when one 

^ Ireland is a different story 

^ The economist may translate this homely language mto his concepts of primary, 
secondary, and tertiary production. 
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is in the middle of them. Admittedly, everything might seem 
different in the aftermath of a great war. Yet in the nineteen-thirties, 
with its alternations of bad times and good, the masses of British 
people remained constant m their assumption that the chapter of 
imperial migration was closed. 

Moreover, the question of individual inducement was not the only 
one , there was the question of public interest The Oversea Settle- 
ment Board reported in 1938 that restrictions upon emigration would 
be ‘at this stage’ undesirable.^ The qualification was significant; it 
suggested that a full-blooded revival of mercantilist prohibitions 
might occur even in Great Britain, as it had occurred in Italy. That, 
no doulit, was a distant possilnlity. In 1937 Parliament renewed the 
operation of the Empire Settlement Act until the year 1942 It did 
not, however, commit Great Britain to an active emigration policy 
during that period, it merely authorized the Secretary of State to 
spend up to £1,500,000 a year in co-operation with the Dominions, 
should he judge it advisable to do so. The theory was still held that 
migration was in the joint public interest of Great Britain and the 
Dominions ; but it would bo sinqile for Great Britain — following the 
recent example of the Dominions —to suspend lier contribution 
sliould she become convinced that it was contrary to her own interest. 
Was it not probable that a study of the problem m the light of the 
British age-groups, once it was undertaken, would lead to that con- 
clusion ? Was it likely that Great Jiritam would positively assist the 
de])arture of young men between the ages of 18 and 30, the most 
virile group for labour and defence ? Was it likely that she would 
])ay money to deplete herself of the children and young peojile who 
even now were insufficient for the replenishment of this key group ? 
Was it likely, when there was a growing insufficiency not only of 
children but also of potential mothers, that she would subsidize 
the departure of women of cluld -bearing age ? She might still think 
it worth while to assist emigration from the 30-45 age-group, particu- 
larly the emigration of persons who had arrived at the shadier end 
of it. But these were the persons -nearing the end of their prune, 
less adaptable, less strenuous — whom the Dominions were little 
interested in receiving . . Unless, indeed, they brought their children 
with them. 

For the Dominions also were becoming short of children In New 
Zealand, the net reproduction rate was calculated to have been in 
1911-15 1-35 but m 1936 only 0-967. The New Zealanders were no 
longer breeding at a rate sufficient to replace themselves in the future. 

^ Cmd. 5766 of 1938, pam 51 
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In 1936 their country contained 16,000 fewer children under ten than 
it liad contained ten years previously, despite the fact that the total 
population had in the same period increased by 146,000. The same 
sort of thing was happening m Aiistraha. Diagrams of the age-groups 
of the Australian people, as they would soon he, were beginning to 
look rather like the map of their continent— a contracted base of the 
young, a wide latitudinal spread in the centre to indicate the middle- 
aged, and at the toj) the inevitable contraction through old age 
towards the vanishing point of death. If the diagrams ajipropriate 
to South Africa and Canada still rested on a broad base of children 
and vigorous youth, this was due to the continuing fertility of the 
Africaners and the French. The British stock ot these two Do- 
minions, like the British stock in Australia and New Zealand, was 
becoming short of children. Once again we may observe a narrowing 
of the gap between the condition of the jiarent society in Great 
Britain and that of the daughter societies overseas. There had been 
a time when overseas people of British stocic, with some degree of 
unconscious demographic accuracy as well as with a touching senti- 
ment, had contrasted the crude and busy pioncermg which was 
making their ‘new’ countries with the tranquil maturity of ‘the old 
country* where they or their fathers had been born. But soon, if 
present demograpliic trends continued, Great Britain and the 
Dominions would all be growing ‘ old * together. Kinship and affection 
might then cx])ress themselves in a more ap}iropriate phrase. There 
would be the ohl folk at home, and the old folk in the Dominions. 

It would therefore appear that there had been a lack of proportion 
in the ardent and industrious migration discussions of the period 
1918-38 The ‘redistribution of tJic wliitc population of the Empire’ 
was not the central problem It was the reproduction of tlic white — 
or at any rate the British — population of the Empire which was the 
real problem, both in Great Britain and in the Dominions 

The Oversea Settlement Board rightly pointed out that this 
population problem had an important international aspect. It be- 
lieved that the pushes and pulls of the past century could hardly 
operate much longer in transferring men and women from Great 
Britain to the Dominions. But other peoples, some of them inside 
the Empire and some of them outside it, were feeling real pushes and 
at least imagining real pulls. To poor and crowded peoples, the high 
standards of living in the Dominions, and their emptiness (whether 
rightly understood or not) were Likely to become increasingly an 
object of envy.^ It was not the peoples of north-western Europe who 

^ ‘ Population moves, not necessarily from an area of dense population to an area 
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had reason to hanker after living-space in the temperate regions of 
the British Commonwealth. Neither Great Britain nor France, nor 
the Scandinavian countries, nor Germany — not even Nazi Germany 
— could boast of a replacement birth-rate ^ In southern and eastern 
Europe the situation was different * Poles and Rumanians and Greeks 
might reasonably have claimed more land for their people. But it was 
the situation of Asia to which the Dominions, with realistic judgement 
had always given most of their attention. The two Dominions of the 
southern Pacific had long since judged it expedient to raise barriers 
against their Asiatic neighbours. Had they been willing to admit 
more goods from some of the countries wliosemen they excluded, they 
might have gone far to soften the rigours of the exclusion. But the 
maintenance of the barriers depended ultimately upon the distribution 
of armed power. Thus the migration problem became one not only 
of economics and demography, but of defence. The Dominions were 
beginning to find themselves in a dilemma On the one hand they 
Avere learning that they must look beyond Great Britain for necessary 
defensive reinforcements to their po[)ulation , on the other hand, they 
feared that these foreign reinforcements might impair ‘ the integrity 
of the group ' and the unity of will necessary for its defence. There- 
fore, not without misgiving, they began to drift towards a middle 
course of action, that of picking and choosing the few foreigners to 
whom they were ready to offer a mistrustful hospitality.^ 


11 

‘Money’ 

Both at the Imperial Economic Conference of 1923 and at the 
Imperial Economic Conference of 1932 there was considerable dis- 
cussion about ‘money’, yet the discussion on these two different 
occasions was about two different things. In 1923 the minds of 
statesmen were not busy with theories of currency and credit; the 
traditional expositions of these mysteries were still generally accepted 

of thin population, but from an area of low btandarii of li\ing to an area of liigh 
standard of living’ (Carl Alsboig, ‘Standards of Livmg as a Factor in International 
Kelations’, J nio mitionnl Ajfairs^ November-Dccembor 1937, pp 920 ff.) 

^ Seo Wadham and Wood, op cut , p 340, for tablo of comparativo gross and net 
reproduction latcs, quoted from Fopvlation Index, April 1938, pp 127-9. 

^ J P E ,\(j\ will, p 870. Speech ot the Hon J. Paterson, Minister of the Interior 
in the Commonwealth of Au&tialia, 25^1 August 1937 There were, however, signs 
that an increasing number of Australians, including labour leaders, were beginning 
to consider the question of Indian immigration an object of discussion Sco H V. 
Hodson’s ed. The British Commonwealth and the Future (1939), pp. 154-6. 

N 
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without question The 'money’ about which IVIr. Hruce waxed 
eloquent in was the commodity known to the 'money market’, 
that IS to say, capital for investment. He propounded an ambitious 
linkiii" together of planned investment and planned migration. In 
1932 it was different. Migration had come to a standstill, and invest- 
ment had become a sore subject. In order to pay interest upon a 
given amount of investment, Australia in 1932 had to export twice 
the amount of butter or three times the amount of wool which had 
sufficed a few years earlier. Mr. Bruce had planned to borrow 
‘money’ in order to develop country in order to absorb settlers in 
order to produce exports which would sell at a profit more than 
sufficient to cover the whole transaction ; but the exports w^orc selling 
at a loss. It was the collaj)se of prices which had done most to upset 
the rosy calculations of 1923 ^ In 1932, therefore, Mr Bruce and all 
the other Dominion statesmen were concerned with the relationship 
betw een money and jincc. They had been taught of old that money 
w^as the measure of price, but they had now become convinced that 
it was also a determinant of price It was the minted and printed 
money issued by governments, and the signed do(*uments which 
banks accept as money, which now^ obsessed them. The 'money’ of 
which they talked at Ottaw^a meant currency and credit 

So there emerge for consideration two subjects, the policies of 
investment and the policies of currency and credit. The subjects are 
distinct but related. Both of them are highly technical. This chajiter 
can do no more than narrate a few simple and outstanding changes 
The reader must be on his guard against o versinifilifi cation • a non- 
technical narrative can hardly avoid it. 

The linking together in 1923 of migration, investment and market- 
ing — if only the statesmen had done it in a less fragmentary fashion — 
w as sound. History itself in each of the Dominions had linked these 
three processes together. Early in the nineteenth century the wide 
lands of the Domimons had been jiotentially, but not actually, rich. 
Without cajiital and labour to develop them, their natural resources 
w^ere useless It was the function of profitable exjiort crops to attract 
this ca[)ital and labour. Price was the dynamic. Profitable prices 
stimulated the investment which gave these countries their jiroduc- 
tive cqui])ment and stimulated the migration which redressed their 
shortage of people But the migration • did not furnish them with 

^ But tho collapse of prices, though tho chief, was not the only cau.se ‘ . . It 

would not ha\e require<l a very sovoic loccssion in the outside world to initiate a 
major decline in Austialia ’ See Alan G B Bishcr in Journal of Political Economi/, 
December 1034, To.'). 
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populations capable of consuming more than a small proportion of 
the staples which modern productive efficiency extracted from their 
extensive natural resources. Their economies therefore remained 
geared to export. So long as ]>rofitable pri(‘es sustained the export 
trade, their development could continue by means of the familiar 
processes. Let these processes keep moving, tlic statesmen had said 
in 1923, let them move more rapidly, but let them move under 
planned guidancje. Unfortunately, the statesmen had only a frag- 
mentary understanding of the processes which they hoped to acceler- 
ate and guide. They declaimed about migi'ation without liaving 
studied the trends of jjopulation The maikets which they talked 
about were merely protected markets for a jiart, and usually the 
smaller part, of their total production for cxpoi t. The ‘ money ’ v Inch 
they hoped to secure in an exact ratio to the ' men’ whom they hoped 
to attract turned out to be the most insignificant Iracdion of their 
total borrowings From 192o to 1932, the period during which the 
much advertised £31,000,000 agreement between ^Vustralia and the 
United Kingdom was in operation, Australia spent only about a sixth 
of the cheap money wdiich tlie Agreement made available to her. 
Within the same period, the governments of the Australian Common- 
wealth and States increased the jiublic debt by ordinary borrowing 
to the tune of £217,090,000 It was in their ideas of quantity and 
proportion that the men ot 1923 went most astray They were just 
as right and just as wrong as a cook who should set out to make a 
pudding wuth all the wu’ong quantities of all the riglit ingredients. 

The study of investment, therefore, must not be tied to the study 
of migration The study (‘an be approached hy aslcing two leading 
questions Wliat Iiavc been the foi tunes of (treat Britain’s ‘emjnre 
of investment’ since the War? What has been tlic evolution of the 
Dominions within this ^emjure of inv^estment’ ? Broadly s[)eaking, 
the answer to these questions will reveal the rapid substitution of a 
pluralistic order of things for the old monistic order which even before 
the War had begun to pass away. From the London end there will 
be ajiparent a decline of activity m overseas lending, and perhaps 
an ultimate shrinking of the total sum of capital invested abroad , 
there will also be apparent a geographical contraction of the invest- 
ment frontier towards (but by no means wholly within) the political 
frontier of the British Empire. Rival financial centres (but this is 
not altogether a new story) tend in greater or less degree to occupy 
the areas from which London has retreated. Thus the abnormal mon- 
istic order of tlie nineteenth century becomes attenuated. The same 
tendencies can be seen operating at the overseas end. Although the 



180 THE AUTONOMOUS NATIONS OF THE Chap, ill 

Dominions have come to mean proportionately more to the rentiers 
of Great Britain, they have begun to emancipate themselves from 
their dei)ciidence upon British capital Some of them — ^notably 
Canada — have turned to other sources of financial ])Ower for the 
capital which they desire to import. All of them — but Canada is again 
the outstanding example — have made marked progress in their capa- 
city to i)rovide by their own savings for their own develo])ment. 
Their rapid approach towards an economic and financial coming-of- 
age will reveal itself m changes, not only of their borrowing policies, 
but of their currency and banking policies. 

Seen from the lender’s point of view, investment exists in order to 
produce income. According to Sir Robert Kindersley’s calculations,^ 
Great Britain’s foreign investments yielded in 1929 an income of 
£2.‘H,000,POO, in 19,*^:^ an income of £l/)0,00(),00() , and in 1996 an 
income of £184,000,000. The figures of these three years reflect 
respectively conditions of boom, slump, and recovery But setting 
aside the variations in it, what did the income from foreign invest- 
ment signify to the people of Great Britain According to Marxist 
criticism, it represented the surplus value wrung from the proletariat 
by an exploiting bou} geoisie. Some radical economists, and notably 
Mr J. A. Hobson, laid similar stress on the combination of exploita- 
tion at home and exploitation abroad. Mr. Bernard Shaw, in The 
Apple Cart, looked forward with gentle irony to an England wdiose 
working masses would employ themselves sufficiently in making 
chocolates, and depend for everything else on the tribute due to them 
from their overseas debtors. The Econoinist forecast that the toll 
which Great Britain’s previous investment enabled her to levy on 
other countries would play an increasingly important part m her 
economy as her population began to decline. ‘The position will then 
resemble’, it said, ‘that of a family trust whose beneficiaries are 
gradually declining in number. But supposing foreign debtors re- 
fused to keep on supporting these rich declining Enghshmen ? Or 
supposing Englishmen disliked Mr. Shaw’s picture of their future as 
a nation of chocolate-makers ? Or supposing they became convinced 
that there was something in Mr Hobson’s juxtaposition of excessive 
overseas lending and a neglected home society 'i Ooubts of this nature 
began to influence even the official guardians of British financial 
policy.^ Nevertheless, the annual income which overseas debtors 

^ See Sir Robert Kmdersley’s mdi'^poiisablo review of Groat Britain’s investments 
in tlie Economic Journal in 11)29 and eaeli buroessive year 

^ The Economist, 20th November 1937, p 363 

^ The terms of loforenro for the Foreign Tiansattions (Advisory) Committee which 
was appointed in Apiil 1936, and is .still functioning, included the following Capital 
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remitted to a section of the British people had become and must for 
a considerable period remain a most important factor in the well- 
being of the whole British nation The Economist calculated in 1937 
that the income accruing to Great Britain as a result of her past 
overseas investment amounted to one- twentieth of her total national 
income ; but this calculation, it went on to say, did less than justice 
to the tangible and net contribution which overseas interest, as an 
item in the national balance of jiayments, made to the national 
welfare ‘A truer picture', it declared, ‘is given by the statement 
that something like one quarter of our total imjiorts are delivered to 
us, gratis, by foreign or Empire countries as a tribute on the capital 
we have lent them.’ If Great Britain had to reckon with a shrinking 
of that tribute, her position would become a very difficult one. 'The 
whole structure of British industry’. The Economist continued, ‘is 
conditioned by the existence of that invisible income, which is a 
counterpart of our im])ort of raw materials Unless British capital 
abroad is at least maintained intact, a readjustment of that structure 
and of the national standard of life must sooner or later become 
necessary.’^ 

Was British capital abroad being maintained intact ? Backward- 
reaching estimates of changes in the total of British capital invested 
abroad are exceedingly difficult, because computations for the various 
years which have to be compared liave been made by different 
investigators on different principles for different purposes. It is only 
during the last decade that there has been consistency in the method 
and purpose of computation. Nevertlieless, some broad generaliza- 
tions can be made. Before 1914, as has been seen in an earlier chapter, 
change signified an acceleration in the rate of investment and a 
Xirogressive increase of the capital suin.^ Let us accept the estimate 
of that sum in 1914 as £3,391,000,000. Then came the War, 
during which Great Britain lost or sold something approaching 
£1,000,000,000 of her foreign investments. During the first decade 
after the War, her investors set rapidly at work to restore the ‘little 
pile’ which they had placed overseas.^ The total in 1929 has been 
reckoned as £3,414,000,000. But the reckoning for the year 1934 


reqiiiiod foi development in the United Kingdom should not be restricted by exces- 
sive foreign lending, Mr J M, Keynes has argued that a good deal of investment 
in the Dommions, which was encouraged by the Colonial Stock Act, did not give 
bo good a return os investment at home w^ould have given. 

^ The Economist, 20th November 1937, pp 363, 366 

* See above, pp 23 , but notice the distinction between ‘primary’ and 

‘secondaiy’ invebtmont, marked roughly by the year 1875. 

* ‘Little pile’ comes into my head from Karel Capek’s Insect Phiy 
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was only £.‘1,434, 000, 000 — an increase of Uttle more than £20,000,000 
in live years. The Economist^ whose estimates have here been fol- 
lowed, considered in 1937 tliat an annual investment or reinvestment 
of between £.50,000,000 and £60,000,000 was necessary to replace the 
wastage of British-owned overseas capital through redemptions, 
repayments, and defaults. It was very doubtful whether this replace- 
ment was taking place. 8ir Robert Kindersley's calculations also 
suggested a shrinkage of the total sum, and m addition a deterioration 
in its general quality ^ 

It was the sale of United States securities dining the War which 
explained the loss of average quality , it increased the proportion of 
potential defaulters among Great Britain’s foreign debtors. But 
British investors since the War had been redressing this tendency by 
increasing the jiroportion of securities which they held within the 
Empire. The external investment of £3,763,000,000 estimated for 
1914 had been divided into £1,983,000,000 invested outside the 
Empire, and £1,780,000,000 invested inside it ^ Sir Robert Kindersley 
estimated that in 1928 the total Biitish investment in the overseas 
Empire w^as £1,918,000,000, whereas the investment in foreign 
countries had fallen to £1,473,000,000. In 1936 the Empire invest- 
ment was £1,981,000,000, and the foreign investment had fallen to 
£1,259,000,000. Empire holdings now counted for 60 per cent of 
Great Britain’s total external investment. 

To what extent was this increasing concentration of investment 
upon the political Empire a product of delilxTate ])oh(;y? Un- 
doubtedly it w^as 111 large measure to be explained by tlie natural 
economic evolution w hich had removed the United States from Great 
Britain’s ‘empire of investment', and had at the same time brought 
certain Empire countries increasingly within it. These cdianges w^ere 
largely determined, not by the investor’s sentimental preferences, but 

^ T/ie^>onomt5/, 20th November 1937, pp 360 ff. Sir RobeitKindorsloy in AVono/Mir 
Journal, March 1937, givea tho following Cbtimatea of the diffoionro between British 
subscriptions to now ovoisoas issues and repayments of Biitisli holdings 


1929 

+ £47,000,000 

1933 

. +£16,000,000 

1930 

+ £59,000,000 

19.34 

. +£21,000,000 

1931 

. +£14,000,000 

1935 

. -£30,000,000 

1932 

-£11,000,000 

1936 

-£46,000,000 


Tho quoted issues do not, however, cover the whole ot Creat Biitain’s now foreign 
mvostment. It is in particular difficult to obtain statistics of ‘diroot investment’ 
without tho mediation of a security issue, e g by piivato purchase of plantations, 
or the ovoiseas asset h of commercial companiea The sum is agreed to bo not less 
than £500,009,000 ‘Allowing for this, the total of British capital abroad may be as 
high as it over was’ (The Economist, loc cit ) 

® Tho figuica of Sir George Paish, corrected by Dr Fois {Europe, The ^Yorld\<i 
Banker, p 23). 
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by the stage of development at which the different overseas countries 
had arrived. In the early nineteenth century foreign investment 
had begun with loans to European governments. By the end of the 
century that business was chiefly m the hands of Pans and Berlin , 
London had found more attractive business across tlie oceans. South 
America became popular in the first half of the nineteenth century, 
and retained its popularity well into the twentieth century. In tiie 
mid-nineteenth century British ca]ntal was endowing the central 
and western areas of the United States with their ‘permanent 
outfit’. It was not till later that the British Dominions offered the 
same opfiortunities In the nineteen -twenties tliCvSe opportunities 
were closing in Canada as they had alre.idy closed in the United 
States; but in other Dominions— and notably Australia — they were 
still expanding. Australia’s immense govei nment boriowings in that 
decade made her the greatest of Drcat Britain’s debtors 

There was, in addition, some ronscious direction of investment 
towards the Em]nre whicli was )M)t gov evnmcnt direction, ‘ Generally 
speaking’, Sir Edward Grey had said in 1914, ‘these tue things with 
whicli the l^’oreign Office does not interfere Nor was it customary 
for other dcjiartments of the United Kingdom goviTiiment to inter- 
fere. It uas not governmental influence, but the influence of the 
banks and other media such as investment trusts which had tradition- 
ally guided the British investor^ in the decade which followed the 
War these influences were guiding him increasingly towards places 
marked red on the map, because these places seemed to offer both 
financial opjiortumty and jiohtical reliability. 

Yet even before the War the British Government had not been 
com[)letely non-interventionist. The effect, if not the deliberate 
intention, of the Crown Agents’ system was to facihtate the raising 
of colonial loans in the United Kingdom and to confer upon United 
Kingdom industry the chief benefits of the loan expenditure. The 
self-governing parts of the Empire benefited as borrowers by the 
trustee status conferred upon their bonds by the Colonial Stock Act, 
1900. This status was conditional upon the acceptance of certain 
obligations,^ and it by no means carried an imperial guarantee , 
nevertheless, it gave to borrowing Dominion governments a good 
mark whic‘h was not without influence on the investing public. 
Despite all this, it was not until the Great War that public pohev 

^ Quoted RiLhardson, Diiii^h Economic Foreign Policy^ p 8. 

* See Table of the Media of Inv ostiiient m The Economist^ 20th November 1937, p 
362 

^ See above, vol i, p 26 1, n 4 
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treated overseas investment as a positive interest of a discriminating 
State. A Treasury decision of 1915 made for the first time in modern 
British experience a sharp distinction between investment inside 
and outside the Empire . it jilaced a complete embargo upon foreign 
lending, but permitted the floating of important Empire issues. This 
official ban on foreign lending was not removed until 1910, and until 
19i25 there remained in being an unofficial censorship of new overseas 
issues and other transfers of capital. Moreover, holders of certain 
foreign securities had been subjected, during the War, at first to 
pressure, and thereafter to direct compulsion to sell or lend them on 
demand of the government 

Only for a short period thereafter did British investors recover 
their unrestricted liberty of choice, or did the British government 
relapse into its old attitude of aloof indifference. Governmental 
interventions during the nineteen -twenties followed simultaneously 
two distinct tendencies. The Keynesian repentance of narrow politi- 
cal nationalism expressed itself through British participation in tlie 
League of Nations loans for European reconstruction. The spirit of 
economic nationalism which adversity was fostering in it found 
expression in the Trade Facilities Acts, 1922-7. These acts authorized 
the Treasury to guarantee the principal and interest of loans whose 
proceeds were spent directly on the products of United Kingdom 
industry. The principle that foreign investment should, wherever 
possible, directly finance British exports remained tlicrcafter in the 
forefront of official minds it found a place in tlic list of objectives 
drawn up for the Foreign Transactions (Advisory) Committee estab- 
lished m 193G. The other objectives by whicli that committee was 
instructed to steer its course reveal the direction which British 
financial policy had been following since the onset of the financial 
crisis in 1930. Faced with the necessity of redressing the adverse 
balance of payments, the government, by unofficial co-oyieration with 
the City rather than by compulsion, had instituted an ‘embargo’ on 
overseas lending. In order to facilitate the conversion operation of 
the summer of 1932, the Chancellor of the Exchequer requested a 
suspension of all new capital issues. After the successful completion 
of the conversion the ‘embargo’ was relaxed in favour of United 
Kingdom and British Empire issues. In 1933 there was a special 
relaxation in favour of a million jiound loan to Denmark, the money 
to be spent in the construction of a bridge by a British firm employing 
British steel. Here the principle of the Trade Facilities Acts is 
apparent. There is significance also in the choice of Denmark, a 
country whose currency was linked with sterling. In April 1934 



Sect. II COMMONWEALTH, 1923-39 185 

there was a further relaxation of restrictions on foreign lending, on 
the principle of favouring purchasers of British exports and members 
of the ‘ sterling bloc \ Finally, the monetary agreement of September 
1936 between Great Britain, France, and the United States may be 
regarded as closing the period of emergency currency defence, and 
enlarging the areas in wliich British investors might exercise a relative 
freedom of choice. 

The narrative has revealed an increasing governmental concern 
with the location of British investment Neither the government nor 
the investing public would ever again be able or v.illing to take the 
whole world as its province Great Britain’s ‘empire of investment’ 
had contracted its frontiers. But it h id not contracted them so far 
as to make them coterminous wth the frontiers of the pohtical 
Empire. The proceeds of past foreign lending were st ill an important 
economic interest of Great Britain, the government, in its trade 
agreements with Argentina and othei count nes showed its special 
concern for preserving this income 1’iic government also manifested 
its desire to encourage lending to iclmblc countries onts':<ie the Empire 
whose currencies were linked witli sterling Nevertheless, the measures 
which it had taken m emergency revealed the flict that it placed the 
Empire first. Tfiere was a partial contrast between the order of 
financial preference and the order of commercial preference which 
was established at Ottawa. Trade policy said. ‘Home producer first, 
Empire jiroducer second, foreign producer third ’ But financial 
policy seemed to say. ‘Home and Empire borrowers equal first, 
sterling-area borrowers second, the rest nowhere ’ 

But could British capital continue to satisfy the needs even of 
those countries whom British jiolicy was prepared to favour ? Could 
it even continue to satisfy the needs of the British Empire ? These 
questions raised once more the fundamental question of whether 
Great Britain would or would not in the future accumulate a sub- 
stantial annual sur])lus of savings for investment abroad. The figures 
of capital movements in the mneteen-thirties, it has been seen, gave 
an answer which, though not decisive, was certainly not encourag- 
ing ^ The tendencies of social change in Great Britain suggested 
serious doubts. Would the new methods of savuug favoured by a com- 
munity of increasing economic equality -if ({reat Britain was indeed 
destined to become such a community— be so easily compatible with 
the export of capital ? Might not this community insist upon the 
principle of home development first ? And might not this principle 
leave Empire development nowhere ? These were very speculative 

^ Soo above, p 182. 
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questions ; but they had an extremely important bearing upon that 
* colonial question’ whudi was being so extensively debated. It was 
becoming increasingly understood that an imperial power would be 
failing m its duty towards its colonial dependencies unless it suc- 
ceeded by one method or another m providing them with the material 
equipment (such as transport and works of water control) and the 
non- material equipment (such as improved health and education 
services) which would enable them to improve their economic and 
social condition. At the same tune it was becoming increasingly 
clear that the traditional stimulus to colonial investment— the 
])rospect of producing an export staple for sale in a profitable world 
market — could not in existing circumstances be depended upon to 
operate so regularly and powerfully as it had operated in the past. 
For these reasons it might become urgently necessary to make a new 
beginning in thinking out the economic implications of inifierial 
responsibility, and possibly to begin a new search for methods of 
sharing that responsibility. Some of the issues which had already 
arisen during the period under review will be hiced later in this 
volume ^ But our present concern is not with colonial de])endcncies 
It is witli ‘the autonomous nations of the Commonwealth’ Their 
position was a very dilferent one. Investment stimulated b> the 
traditional economic incentives had long since given to them a 
highly developed productive equipment Most of them harl pro- 
gressed a considerable distance, if not the whole distance, towards 
economic and financial independence All of them, except New- 
foundland, had withstood the shock of the depression. »Sonu‘ of them 
emerged from the dejiression with a resolve to reduce the burden 
of debt which the necessities of an earher time had laid iqion 
them 2 

Let us briefly survey the financial status of Canada in the year 
1936.^ Three aspects of it arc worth stressing— first, Canada was still 
a debtor country , secondly, Canada no longer owed most of her debt 
to Great Hritain, thirdly, Canada was in process of outgrowing her 
debtor status, Canada was still a debtor country becauvse of the past 
borrowings which had equipped her for the work of territorial 
expansion. In 1936 the total British and foreign investment in 

^ Soe Part TV 

^ Soe Sir llobott Kmdor.sloy’s tables sliowing conversions and repayments by 
Dominion govornrnonts in Economic Journal^ Docembor 1937. Gross redemption-, 
reached m 1936 the record figure of £74,000,000 

’ Soe The Canadian Balance of Iniernaiional Fayments^ 1926-1936^ and British and 
Foreign Capital invested in Ganmia and Canaduin Capital invested abroad, 1926-1036 
Both publications are by Dominion Bureau of Statistics, Ottawa. 
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Canada amounted to §6,833,700,000, Canadian investments in other 
countries amounted to §1,656,000,000, the dilFcrence between tliese 
two amounts, §5,177,700,000, represented Canada’s net debtor posi- 
tion Pnov to 1914 the greater part of this defit liad been held in 
London. Since then, three things had happened. Fust, Canadians 
liad bouglit back many of the Canadian securities held m London , 
this was a particularly profitable and pofiular triinsaction in the 
periods 1919-24 and 1931-3 when the ])ound sterling was depreciated 
m terms of the Canadian dollar.^ Secondly, Bifiish investors had 
ceased to be large subscribers to new Canadian issues. Thirdly, 
United States investors had taken th( [ilace ot British investors. As 
a result of this substitution, the United States’ shaie of the total 
Canadian debt had liecome verv much tln^ largei one in 1936 it 
amounted to approximately four billion dollars. ^ British investors 
still lield the largest interest m the railwavs w'hich liad pushed 
forward the Canadian frontiers^ bij< the \merican interest was 
dominant in the newer acdivitie^ of mining and manufacturing, and 
in the newer public utilities T\vo ‘enpmes of investment’ were 
therefore intersecting on Canadian territory , the larger and more 
progressive of them had its capital in New York But it would be 
quite wrong to imvisage (Vinada as exchanging financial dependence 
upon Creat Britain for financial dc[)cndeiicc on the United States. 
Canada wais already moving — and this is tlie third general aspect of 
her position w Inch must be stressed— towards financial independence. 
She remained a debtor country because of her past , but she had 
ah'cady entered a stage m which on av^erage annual account she 
exported capital rather than imjiorted it ^>ar after year the liay- 
ments which Canada had to make to external bond-holders and 
producers and shippers and the like amounted to less than the 
payments which she received from the peofile wlio bought her goods 
or her gold or came to visit the Dionne Quintuplets or in other ways 
helped to swell the total of her VLsiblc and invisible exports. In 1936 
the credit balance on all items of payment reached the record figure 
of §320,0003)00 How did (Vinadians use their surplus? Partly in 
making new external investments for themselves, partly in paying 
off their old external debts Here we see a reverse side to the 
‘wastage* which was preoccii])ying students of British overseas m- 

^ Duong Iho also, large blocks of Canadian heciiiities held in London weio 

sold to United States buyers to cover war pin chases 

^ U S accumulated investment in Canada, 1936 §3,9S4,400,()()0 

UK „ „ „ „ $2,725,100,000 

Total „ „ „ $6,833,700,000 
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vestment. Seen from the other side of the Atlantic, this ‘wastage’ 
meant Canada’s coming -of- age. 

Australia, like Canada, was a debtor country. Like Canada, she 
had borrowed abroad in order to equip herself for the task of terri- 
toiial and economic expansion; but her borrowings, to a far greater 
extent than Canada’s, had been on the public responsibility of her 
governments Moreover, borrowing abroad almost always for her 
meant borrowing in London. A labour government in Queensland 
had explored New York’s money market in the nineteen-tw^enties , 
but the amount borrow^ed in America was trifling. In Australia there 
were no intersecting ‘empires of investment’. Australia was also 
moving much more slowly than Canada along the road leading to 
financial independence. During the nineteen-twenties she was greedy 
for imported capital, the loans raised by the Commonwealth and 
State governments averaged roughly £17 1 millions in the three years 
ending June 1925, and £35^ millions m the three years ending June 
1928. There was a correspondingly large negative balance of pay- 
ments. Even before the onset of the depression, this situation 
aroused misgivings in Austraha and in London. Thanks to good 
seasons and the shrewd fighting quality of her people, Australia came 
out of the depression with a strengthened economy and a restored 
financial reputation. 8he also came out of it with a new and healthy 
aspiration for financial self-reliance. By successful conversion oj)era- 
tions she steadily reduced the burden of overseas interest, and at the 
same time her governments almost completely denied themselves 
new overseas borrowings. The total long-term and short-term 
external debt of the Commonwealth and States was £570,168,000 in 
1928, and £588,362,000 in 1937 — -an increase in nine years of less than 
£20,000,000, little more than half a normal year’s borrowing during 
the late nineteen-twenties.^ Economic recovery enabled Australia to 
finance in large measure out of her own resources a rapid industrial 
progress But at the same time this progress stimulated an increasing 
inflow of private capital. ^ To sum up* Australia during the mid- 
mneteen- twenties put herself in a position of balance between a 
debtor-borrower and a debtor-repayer situation Given a moderate 
export price-level, she was able to achieve an increase of funds in 

^ See The A lufti alian Balance of Faymentfi 1928-0 to 1037-8 (Commonwealth Bureau 
of Census and Statistics). 

^ The amount of piivato capital invofetod from time to time in Australia is ex- 
tremely difficult to compute the official publication cited above, by a very tentative 
guess rather than a calculation, mentions £40,000,000 as a likely figure for the 
nine-year period 1928-9 to 1937-8 Unofficial guesses would give for recent years a 
considerably higher late of private investment. 
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London and a reduction of overseas debt more than equal to her 
importation of capital. . . . But this was before she set herself 
seriously to the task of rearmament. 

A brief glance at New Zealand’s position as a debtor country may 
serve to introduce a new train of thought. The New Zealanders, like 
the Australians, had done some borrowing in haste and some repent- 
ing at leisure. In 1914 their government debt in London was 
£75,900,000 ; in 1935 it was £163,000,000. But in the next three years 
they reduced it by £5,500,000. They would not quickly forget those 
double quantities of butter and treble quantities ct wool v\ Inch they 
had had to deliver in their years ol adversity to Bi.itish bond-holders. 
The labour government which was n'turned to power in November 
1935 was even more determined lhari its ])redecessor to leduco the 
dead-weight of external interest obligations The labour government 
was also determined to broaden (he base ot Ncu Zealand’s economic 
life, to push forward policies of liousmg and public works, to guarantee 
economic and social security for all sec Lions of Now Zealand society. 
Did all these purposes agree with each other? Diinng 1938 New' 
Zealand’s net assets in London, the fund which she must keep re- 
plenished by the sale of her exports in order that she might be sure 
of satisfying her needs as an im]3orter and satisfying the claims of 
her creditors, were shrinking at a rate far more rapid than comfort- 
able. This traditional barometer of New Zealand’s overseas trading 
and financial position w'as pointing to difht ult weather. The usual 
items of account did not altogether explain the dwindling of net 
overseas assets the inference w^as that New Zealand was exporting 
capital at a time wdien Australia was importing it. But the pro- 
gramme of the government demanded notable increases of current 
and capital expenditure. How would these increases be [irovided for ? 
The tune apjicarcd to be apiiroachmg when the government, unless it 
decided to curtail its programme, w ould be compelled either to seek 
a loan by pubhc issue, or else to make daring use of the almost 
unlimited financial powers conferred on New Zealand's youthful 
central bank as an instrument of government pohey. Are there signs 
here of an aspiration to financial independence leaping too far ahead 
of the necessary economic preparation ? A new line of inquiry opens 
up it leads into a very wide landscape patterned by social democracy, 
economic nationalism, the international exchange of goods, the part 
played by money and credit in this exchange. It may well be that 
the study of marketing jiolicy, w'hich is the theme of the next two 
sections, wall bring more order into tliese patterns than the study of 

^ It I'a pursued in Section V, below. 
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monetcary policy Yet the New Zealand government and peo^ile had 
jiut monetary ))oJicy into the foreground ‘Money’ in tlie less meta- 
lihorical sense, tlie commodity which mints and banks deal with, 
must now become our object of inquiry. 

It was inevitable that communities which were carrying such a 
load of debt should become intensely preoccupied about money a 
change m the relation between money and the goods which they 
exported had made this load, whicli jweviously liad not been too 
much for their strength, almost unbeaiable. The sudden crushing 
opxircssiveness of their burden seemed an offence against common 
sense and justice ‘ it seemed to invite (and in New Soutli Wales it 
came near to jirovokmg) an act of uncompromising repudiation. It 
would indeed have been easy for the Australians, and still easier 
for the New Zealanders, to dramatize their affliction as a wrong 
inflicted upon them by Great Britain, for was not Gn‘at Britain the 
arch bond -holder, and w^as not Great Britain, as chief importer of 
the products for w^hich they were being underpaid, the virtual 
dictator of their destinies ? But reflection soon made it jilam that 
things were not so sinqile as that The same causes which were 
throwing out of gear their economic relationship to Great Britain 
w^ere throwing out of gear their ow n internal class rclationshqis, and 
Great Britain’s as well. Inside the borders of eacli one of them, the 
gams of creditors and tlie sufferings of debtors w^erc beyond justice 
and common sense There Avere other disturbances of class rt'lation- 
slups. Pric'cs had fallen unevenly ; it w as not only as a debtoi , but as 
a jnirchaser of manufactuied articles, that the farmer had to jiay 
three bushels of wheat wdierc formerly he had paid one. Moreovei, 
the evil plight of the farmer did not by any means bring good lu(‘k to 
those classCvS who at first sight seemed marked out as bcncfiiaaries 
from it creditors began to discover that they might whistle for their 
debts, manufacturers and shopkeejiers began to discover that they 
might wiiistlc for their country customers The evil times of the 
classes which suffered first and suffered most became the evil times 
of the community at large. The government of each separate com- 
munity had to confront adversity with measures of salvage whicli 
were based on some conception, imperfect though it might be, of the 
general interest. The governments of the associated nations of the 
British Commonwealth were moved by precisely the same necessities 
to search for some method of defending their basic common interest 
in a shared prosperity. 

The methods which they had in mind when they met at Ottawa 
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in 1932 were arranged under two main heads: markets and money. 
They concentrated on the former problem, perhaps rightly ; but their 
concentration, as will apf)ear in the next section, suffered from a 
distorting monopolistic squint. TJiey were by comparison more clear- 
sighted and disinterested in their view of the monetary problem* 
after all, political parties had not as yet had time, even if they had 
the will, to seek sectional and party advantages by one-sided solu- 
tions of the problem. For they Iiad only very lately become aware 
that there was any problem at all Hitherto they had taken for 
granted the monistic London-centred standard, whicli, by the natui al 
progress of the ninetecntli century, lud linked the currencies of all 
the trading nations. It had never been necessaiy to inquire whether 
it was to gold or to sterling that Dominion currencies were prmiaiily 
attached * attachment to either meant all acl nient to the otlier And 
the attachment was an automat]<. one, the little adjustments in 
which bankers were well practised were snllKtuait for their single un- 
criticized purpose, exchange stability It w^as ail j ust as clear and just 
as inevitable as the text- books And yet it was merely cin lustorical 
episode, an afterglow of that abnormal economic predominance and 
oceanic authority (and perhaps, no less, that abnormal reasonable- 
ness and moderation) which had enabled Great Britain to make her 
own convenience the convenience, not only of her dependencies, but 
of all trading nations. But nationalism has never hesitated to quarrel 
wnth established convenience In defiance of cstabHshcd convenience, 
Mazzini inspired it to demand its own political order and List 
ins])ired it to demand its own industrial order it was bound sooner 
or later to demand its own monetary order And wliat European 
nationalism demanded, overseas nationalism w^ould some day de- 
mand also , though the nations associated within the British Common- 
wealth wwild temper their demand by a recognition of common 
interests and a common outlook mitigating their separateness it 
w*ould be by pressure of circumstance, rather than by way of 
deliberate self-assertion, that the Dominions would question the 
unified and centralized monetary system to which they w*ere by tlieir 
history bound. They would not aggressively raise the issue of self- 
determination versus London-determination, so long as London 
seemed to them to determine efficiently and wisely. But sup] losing 
London -determination got tliera into trouble ? The progress of 
economic and historical study in their universities began to reveal 
to them how regularly their ups and downs of prosperity (but it was 
the downs which most preoccupied them) followed the turning of 
Great Britain’s trade cycle. Students, to their surprise, found them- 
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selves agreeing with the heretics who declared that the sterling-gold 
standard was an automatic transmitter of slump from an industrial 
and creditor Mother Country to an agricultural and debtor Dominion. 
When the worst financial crisis of modern times hit London in 1930, 
there were m the Dominions professors, there were even bankers, who 
demanded, ‘Why should we be tied to gold ‘C And when later on 
sterling fell away from gold, the same respectable persons dared to 
ask, ‘Why should we be tied to sterling ? 

Great Britain herself had been compelled to assert monetary self- 
determination against an international system which had once been, 
but was now no longer, a system working according to British rules 
and with due res])ect for British convenience. Once this international 
system was broken, nationally managed currencies followed inevit- 
ably. But the British Commonwealth was not a single centrally 
governed nation ; the management of currency within its boundaries, 
like the management of immigration or tariffs, necessarily conformed 
to its many -centred constitutional order. This did not happen 
suddenly, nor by deliberate application of the principle of equal 
national status, it hap])ened through a gro-wing awareness in each 
Dominion of the special needs of its own individual national economy. 
How could the Dominions begin prom])tly and purposefully to manage 
their vseparate currencies, when tliey had not as yet equip[)cd them- 
selves with the institutions of management ? In 1932 ncithei Canada 
nor New Zealand nor India possessed a central bank. Soutli Africa 
liad jiossessed a central bank since 1921 ; but its establisliment did 
little to modify the South African system under which two great 
banks, with a widespread system of branches, maintained a close 
connexion with South Africa’s ‘natural’ reserve centre m London. 
Australia possessed her nationally owned Commonwealth Bank, but 
this institution w'as as yet performing very few of the functions of a 
reserve bank. Australia’s experience m the early years of the crisis 
illustrates very well how^ un theoretical and how unplanned was her 
withdrawvil from the Empire’s centralized unity of currency control. 
In October 1929, and again in January 1930, the Commonwealth 
Bank protested that ‘it could not possibly desire to advise any action 
w^hich would savor of Australia departing from the gold standard’. 

^ It lb particularly at this point that tho reader should romembor the warning 
given abo\o (p 178) that a rapid non-tochrncal narrative cannot hope to avoid over- 
simplification The naiiative gives an account of the movement of opinion with 
regard to ‘tJie transmission of slumps’, ‘financial .solf-dotormmation’, <fee The ideas 
behind those phiases demand and have received critical examination It would be 
out of place heio, but it must not bo assumed too readily that national monetary 
systema can cure all the evils for which the mternational system has been blamed. 
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But already, owing to pressure on Australia’s overseas exchange 
reserves, the rate of exchange had risen over the gold-export point. 
The Commonwealth Bank could perceive no ^justifiable; expedients’ 
for relieving this pressure, ‘excepting the determination drastically 
to reduce the importations of things non-essential’. The trading 
banks were already rationing exchange to importers and to absentee 
Australians , the labour government slashed at imports by drastic 
tariff schedules and a })rimage duty and ])rohibitions. But the pressure 
continued, and the attempts of the bankers to peg and ration 
exchange were defeated by the oj)erations (T an ‘outside marl et’ 
which exchanged the pound Austrah-'n for the fiound sterling at a 
rate which testified to the real discrcjtincA m their valiu’ I’lirough- 
out 1930 the rate quoted b> the banks rose in reluctant but stoad}^ 
pursuit of the rate quoted by the outsioe maikot . \t la^t, m 
January 1931, the banks decided to make i \ irtuc of necessity By 
successive stages they raised then rates of exc hange until at the end 
of the month they were (parting a jiremium of 31.V per cent on 
sterling. But it was not the (‘onin ion wealth Bank xvln^.h had brought 
them to this decision It was private institution, the Bank of New 
South Wales, winch led them where they had to follow 

So the pound Australian had been separated from the pound 
sterling by a process and to a degree which neither the Common- 
wealth government nor the Commonwealth Bank had controlled or 
willed. It was really a separation from sterling, not merely a separa- 
tion from gold for when later in 1931 sterling itself left gold, the gap 
between the British and Australian currencies remained what it had 
been since the end of January Australia was the possessor of a 
distinct national currency. But it could hardly as yet be called a 
managed currency Management had not arranged the divorce from 
sterling , it emerged gradually as the s(*quel to this divorce. The story 
of its emergence is too complicated and technical and lengthy to be 
told in detail here. It is not the story of a self-conscious national 
demand and its satisfaction It was London which sought to 
encourage the creation of well-developed central banks throughout 
the British Commonwealth ; suspicious nationalists in the Dominions 
sometimes interpreted London’s advice as a sinister move to livet on 
them the control of the Bank of England Yet the evolution of 
national instruments of financial control marked a new stage along 
the road of decentralizing the Commonwealth on the basis of national 
autonomy. The evolution of new institutions was associated with the 
evolution of a new idea about the functions of currency and credit 
control. This idea made gradual but steady headway amidst the 
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clash of opposing interests and theories. The old idea had restricted 
the function of management to the maintenance of external exchange 
stability , according to the new idea, its chief function was the main- 
tenance of internal economic stability. The expert commission which 
reported to the Commonwealth government in July 1937 defined the 
aim of policy as ^the reduction of lluctuations in general economic 
activity in Australia'. But before the central bank of the Australian 
Commonwealth could perform this function adequately, it would 
need enlarged ])owers of control over the trading banks. Its status 
of ultimate subordination to the government of the Australian 
Commonwealth would also demand clear definition. In the oj^inion 
of the commission, Australia’s evolution towards the national 
management of currency and credit was not yet complete.^ 

Nevertheless, that evolution had carried Australia very far from 
the old London-controlled order which before 1930 had hardly been 
questioned The same evolution, with an impetus which differed 
according to circumstances, had been at work m the other Dominions. 
Only South Africa had been on the v hole content to leave things as 
they were , since her dejiarture from the gold standard m December 
1932 she had seen no reason to question the e<‘onomic good fortune 
which accrued to her as the world's greatest gold-producer. But 
Canada, India, and New Zealand had all newly equipped themselves 
with central banks They moved forward, however, at dilferent rates 
of sjieed in equipping these instruments for the execution of national 
policies of currency and credit. India’s movement was the slowest. 
New Zealand's the most rapid 

Enough has been said to show how natural was the process by 
which the new business of monetary policy adapted itself to the 
pluralistic form of the British Commonwealth It came naturally 
under the rubric of Dominion status. But it was true of currency 
and credit, no less than of defence jiolicy or of foreign policy, that 
a gap existed between the status of a Dominion and the functions 
which it w'as able to perform. What Australia or New Zealand did 
with their own currencies Avould have little influence on the com- 
mercial and financial situation of the outer world in which they sold 
their exports; but Great Britain’s decisions about currency and 
credit might still exercise a determining influence. The monetary 
self-determination towards which the Dominions were moving was 
therefore tempered by their association with each other in a wide 
society under Great Britain’s presidency. Their monetary fortunes 

^ So 0 A G B Fishor, Trrentieth Century Banicing in AusUaha^ Economic Record^ 
December 1937. 
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were both distinct from, and linked to, the fortunes of sterling. Their 
deep realization of this situation showed itself in the discussions of 
the Ottawa conference in 1932. Their currencies seemed then to be 
at sixes and sevens with each other — sterling at a discount to gold, 
the South African pound still proudly resting on gold and at a 
premium to sterling, the rupee at its old parity with sterling, the 
Australian and New Zealand pounds at their respective discounts to 
sterhng, the Canadian dollar 'sound’, like the South African pound ^ 
Not one of the Dominions had the least intention of surrendering its 
freedom to differ from sterhng Hut all of them were anxious to 
maintain a stable relationship to sterling, provided sterhng led them 
in the direction where they wanted to travel. All of them, except 
South Africa, wanted to move forward under sterling’s leadership 
towards an era of restored [)rices Soutli Africa flatly as.serted (but 
before long she would be moved to change licr opinion) that the 
primary objective of monetary policy should be the restoration of 
the international gold standard. Canada admitted the need of a 
universal yardstick, and was willing to believe that gold might be 
the best one , but she insisted on the urgent need of raising prices. 
Australia and India and New Zealand insisted with passionate con- 
viction that a raising of the price level must be placed before every 
other objective of monetary policy. It was to Great Britain that they 
looked for a lead. Mr. Bruce believed that the lead would be followed, 
not only by the nations of the Commonwealth, but by other countries 
outside the Commonwealth. Sir Henry 8trakosch believed that the 
monetary policy of the United Kingdom would be ‘the decisive 
factor’ 2 

This vehement advocacy partly gained its end. The conference, it 
was true, recorded its conviction that the ultimate aim of monetary 
policy should be the restoration of a satisfactory international 
standard But it also recorded its conviction that certain things had 
to happen first. It was no use trying to re-establish an international 
standard until a rise in the price level had restored a reasonable 
balance between the producer’s costs and his receipts, and had eased 
the intolerable burden of debt Nor was it any use trying to restore 

^ ‘Keeping the dollar sound’ meant maintaining the parity with sterling prior to 
September 1931, i o appreciation in relation to devalued sterling This was defended 
at the time on the ground that it helped Canada to mamtain external mterest 
payment, but has been increasingly criticized (especially after comparison with 
Australian policy) because of its damage to exporters of primary products (see e g. 
evidence of Professor Ahern Hansen to Commission on Dominion-Provincial Relations , 
1938). 

^ Cmd. 4175 of 1932, pp. 141, 164. 
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an international standard — the gold standard or any other — if the 
political, economic, and monetary causes which had wrecked the old 
standard were still in existence and ready to wreck the new standard. 
Idle British representatives at Ottawa believed that some at least of 
their Dominion colleagues paid too little attention to the political 
and economic causes of their affliction, as distinct from the monetary 
causes They would not put too much hope in monetary remedies 
alone. Nevertheless, they did agree to direct Great Britain’s monetary 
and credit policy towards a laising of the price level. And although 
they were suspicious of the reflationary public works policy which 
some experts advocated, they promised to do their best to promote 
economic recovery by keeping the rate of interest low. 

The monetary discussions at Ottawa were less provincial than the 
discussions about markets. Tlie tendency of the latter was towards 
the exclusion of other nations , but the tendency of the former was 
towards their inclusion. The governments which met at Ottawa 
regarded their deliberations about money as a prelude to the delibera- 
tions of the VV Orld Economic Conference \\hi(‘-h was due to meet in the 
following year. They hoped that they would be able to push through 
that conference the double ]iolicy which they had aflirmed at Ottawa — 
a rise in the price level to restore the profitable production of com- 
modities, and thereafter a restoration of an international standard to 
facilitate the widest possible exchange of commodities ]hit the diffi- 
culty of reconciling the two objectives amidst the national fears and 
susyiicions which divided economic society jiroved too much for the 
World Economic Conference. On the eve of its meeting, the United 
States had left the gold standard and decided on its own account to 
make the raising of prices the first objective of its monetary policy. Tt 
was mijiossible to build a bridge between Roosevelt’s America and the 
gold-standard countries of continental Europe. Between these two 
areas was tlie sterling area, led by Great Britain, suyiported by the 
nations of the Commonwealth, but embracing a still wider circle of 
nations The members of the Ottawa circle published a resolution of 
their own, affirming the restoration of the gold standard as their 
ultimate objective, but reaffirming their intention to secure first a 
restoration of jirofitable and stable prices. They announced their 
intention of concerting their economic and monetary policies in order 
to realize among themselves the double objective of a restored price 
level and steady exchanges. They announced at the same time that 
their inner circle was not a closed one , it was open to the entry of 
other nations The sterling circle did indeed expand. In September 
1936, by the rather over-advertised ‘Tripartite Agreement’, its 
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policies had the outward semblance of a linking with the policies of 
France and the United States 

The monetary independence winch the nations of the Common- 
wealth had achieved was from the very beginning qualified by their 
recognition of an interdependence embracing their associates in the 
Commonwealth and other co-operating nations. And yet they looked 
on their independence as a real thing Their acce]3tance of British 
leadership in the sterling association was conditional, like their 
acceptance of British leadership m other sfjheres. The purposes of 
the association must be respected Great Britain, in her leadership, 
must harmonize her needs with theirs. If things turned out otherwise, 
they were ready to employ all the instruments of self-help. 

It was New Zealand, traditionally the most dutitul of the Jlomi- 
nions and the one most economically dependent upon Great Britain, 
who armed herself with the most formidable w^eapons of monetary self- 
help. In August 1934 a coalition government estabhshed the New 
Zealand Reserve Bank; m April 1936 a labour government trans- 
formed it into a com])letely State-owned and State-controlled institu- 
tion, charged under statute vith one all-cmbiacing duty— ‘to give 
effect ... to the monetary policy of the Government . . .’ The 
stattitory powers conferred on the bank for the performance of this 
task were of tlie most com]3rehensive character It was empowered 
to control currency and credit in New Zealand, to regulate the trans- 
fer of funds to and from the country, and the disyiosal of moneys 
derived from the sale of New Zealand products. It was emfiowered 
to grant overdraft accommodation without any limit to the New 
Zealand government or to any duly authorized body for the purpose 
of financing the purchase and marketing of New Zealand produce. 
The national currency which was entrusted to its management was 
linked to sterling, and was defined in the statute as the sterhng- 
exchange standard. It was part of the bank's normal duty to ex- 
change sterling for its own notes and its own notes for sterling at 
rates declared by itself. But the statute conferred on the Minister 
of Finance power to susjiend this obligation. The statute thereby 
announced that New Zealand had only conditionally linked her 
currency to sterling , a decision of the government would be sufficient 
to break the fink.^ 

The impulse and theory which had equipped the Dominion of New 

^ The original lleservo Bank of New Zealand Act, had conferred on the bank 

by no means negligible powers It needs to bo studied togetlier with the amendments 
contained m the Finance Acts of 1934, 1935, 1936, the Banking Amendment Act, 
1935, and tlio Reserve Bank of New Zealand Amendment Act, 1936 
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Zealand with such complete powers of monetary self-determination 
were the impulse and theory of economic nationalism. The thought 
behind the legislation expressed itself in a much-repeated phrase, 
‘insulation’. If ever a new inrush of menacing economic forces 
vsliould threaten to engulf the Dominion’s prosperity, the govern- 
ment’s planned fortifications would hold them at bay , of these forti- 
fications the central bank would be the citadel. But did not this 
brave attitude reveal a partial reading of New Zealand’s history ? 
It was not only de])ression, it was also prosperity, winch had been 
transmitted to New Zealand from outside. If an external price level 
had on occasion wrought havoc m tlie Dominion, it had been through- 
out long periods the dynamic of her progress. It was the demand of 
the outer world for New Zealand’s meat and butter and wool, and 
particularly the demand of Great Britain exiiressing itself in sterling 
prices, which had enabled the New Zealanders to make their country 
a Dominion. An exporting country cannot ‘insulate’ itself from the 
direct repercussion of a rise or fall in the pi ices which its exports 
command , all that it can hope to do by management of the exchange 
and <;redit is to prevent or mitigate the secondary effects. Probably 
the New Zealanders already knew this in their hearts , if they did not, 
they were bound to learn it by future experience.^ That experience 
would not be monetary experience only The management of money 
was only one asjiect of ceononne planning. And economic planning 
was only one aspect of economic activity. History had determined 
that the basic problem which the New Zealanders had to face was 
the problem of markets 


III 

‘ Maiikets ’ 

Throughout a century of history, the expansion of the Dominions 
had been persistently conditioned by their prospects of selling at a 
profit those products which they were fitted to produce An expand- 
ing and profitable market had always stimulated the flow of capital 
and labour into them ; a contracting and unprofitable market had 
always reduced the flow, and sometimes even reversed it. The stale- 
mate in wliich the nineteen-twenties ended drove home this lesson 
of economic history. By 1932 the statesmen of the Dominions had 
abbreviated their o])timistic slogan, ‘Men, Money and Markets’, into 
one despairing cry — ‘Markets’. 

But what did ‘markets’ mean ? The old ambiguities and conflicts 

^ Soe Section V, below. 
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were not yet resolved. According to liberal economic theory, ‘mar- 
kets’ meant the Great Commercial Repubhc — a world of free and 
impartial trade, or at least a world attempting so far as might be to 
shape itself according to this ideal. According to the opinion of most 
people in the Dominions and of the ‘Birmingham School’ in Great 
Britain, ‘markets’ meant national protection in all the units of the 
British Commonwealth and a projection of these separate protective 
systems into an imperial network of mutual shelter. Would the 
shelter be adequate ? How wide a margin for helpful preference would 
national protection jicrmit ? Existing tariff practice in the Dommions, 
and undertones of j)rotectionist propaganda which were audible m 
Great Britain, suggested that the maigin might be a disappointing 
one. But suppose these forebodings unfounded: suppose that the 
members of the Commonwealth, united in their resolve to protect 
themselves against foreign competition, were united also in their 
readiness to give to eacli other an increased and substantial right of 
entry into each others’ home markets. Would this freer flow of 
imperial trade do much to relieve the marketing difficulties of tliose 
members wliose production demanded outlets wider than any which 
the Empire could supply ? Might not the nations of the Common- 
wealth pay dearly, by the loss of goodwill and opportunity outside 
their own intimate circles, for the favours which they granted each 
other ? The apostles of j)rotection and preference brushed these 
questions aside. They had been fighting for their political programme 
for a generation or more ; it was hardly likely, wiieii victory seemed 
near, that they would damp tlieir fighting enthusiasm with judicial 
doubt In political struggle, judicial doubt is a luxury which only 
the victorious can afford. 

The champions of imperial preference could not achieve their ideal 
until they had stormed the citadel of liberal economic theory in 
Great Britain. As early as the Colonial Conference of 1887, colonial 
sharpshooters had begun to pepper this citadel. Even then they had 
a few Enghsh allies , and the English reinforcement grew with the 
years. At the beginning of the twentieth century Birmingham con- 
tributed its heavy artillery to the attacking forces. Between 1915 
and 1923 the walls of the citadel were breached ; there were premature 
shouts of victory. But the defenders of the citadel closed most of 
the breaches. Disillusionment with ‘the economic consequences of 
the peace ’ restored the prestige and confidence of liberal economic 
theory. Business men wistfully awaited a return to ‘normal’, and 
convinced themselves that ‘normal’ meant the world of 1913. 
Officials in Whitehall became once again internationally minded, and 
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looked forw ard to tlie day when ‘ a general restoration of the economic 
health and prosperity of the countries with whom we trade’ would 
restore the economic liealth and prosperity of Great Britain.^ The 
liberal ])arty, traditionally the chamjiion of free trade, was, indeed, 
on the decline, but the labour i)arty inherited a legacy of hberal 
economic doctrine. The Biitish electorate m 1923 rejected the con- 
servative government which liad challenged this doctrine by its 
promises to the governments repiesented at the Imperial Economic 
Conference. In order to recover and retain powder, the conservative 
])arty temporized It postponed the fiscal struggle f’or eight years 
more the chain[)ions of protection and preference were baulked of 
the victory which m 1923 had seemed to be within their grasp 
During these years, British fiscal i^ohcy oscillated narrowly around 
an uninspiring slaftis quo When the labour paity was in power, it 
made little cuts at the scanty protective and preferential duties 
which already existed, when the conservative party w^as m power, 
it made petty additions to those duties. The w alls of the free-trade 
citadel had been breached here and there, but they still stood im- 
pressively throughout the nineteen-twenties In 1931 and 1932 they 
fell suddenly with a resounding crash 

They collapsed because they had been imdei mined The under- 
mining was done in the seemingly sluggish nmetecn-twenties. In 
those years the British people gradually became aware of two sets of 
ciicuinstances, the one hopeful, the other disquieting, they follow^ed 
w itli increasing attention the rapid economic growth of the Dominions, 
and they realized watli increasing uneasiness the flagging economic 
vitality of their own economy. Their growing awareness of progress 
m the overseas Empire was due in large measure to two new' institu- 
tions, the Jmi)crial Economic (Vmimittee and the Empire Marketing 
Board. The first of these institutions w^as established in accordance 
with a resolution (Canada dissenting) of the Conference of 1923; it 
was a co-operative body winch conformed to the emerging principle 
of equality between the autonomous nations of the Commonwealth ; 
its members were separately resjionsible to their own governments ^ 
Its functions Avere in the strictest sense advisory, wathin this limita- 

^ See Smvey of Markets in IV 25, icporf. by Sir Aithur Balfour’s oomnuttee, p. 9. 

“ Crnd 1990, p 18 Among tlio moie valuable publioahons of the Imperial 
Econo line Committee are its Ueports to Governments on specific products, tiados, or 
pioblems, its Siuviys of World Production and Trade (eg Cattle and Beef, World 
(J'onsumption of Wool, 1928- Ilf)) , its Commodify Irenes (e g meat, fruit, dairy produce, 
plantation ciops), and its Intelligence Services, including weekly or monthly surveys 
(eg Daily Piodiao Notes or Wool Intelligence Notes) and annual loviews. The 
Annual Bopoit, 1937, gives a geneial conspectus of the various activities of the 
Commit too 
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tioii it built up a tradition of regular and uncful service in t\ie eoWaUon 
and dissemination of economic and statistical information aboot t\ie 
production and market prospects of the commodities which were 
important to tlie various countries of the Britisli Empire. To the 
Empire Marketing Board wag allotted a task of wider 2 )opular appeal. 
This Board was not an institution belonging equally to the several 
autonomous and co-operating nations of the Commonwealth. Al- 
though it included some representatives of the Dominions, it w'as 
essentially a United Kingdom body, paid for by the United Kingdom 
tax-payer.^ It onginated in 1926 as a gesture of apology and good 
intention on the part of the United Kingdom’s conservative govern- 
ment ; that government had not ventuied to seek from the electorate 
a mandate to grant the fiscal preferences Avhich the Dominions 
u anted, but it was ready to spend up to £1 ,000,000 a year ni fostering 
among British consumers a ‘voluntary’ prelerence for Domimoii 
products. By an expenditure which never approached the million 
mark, the Empire Marketing Board succeeded in creating among the 
British masses the vision of a colourful Empire with a profusion of 
delicious commodities It succeeded in doing many other things 
besides. The Board’s beautifully designed fiosters in their attractive 
frames, its cinema ])roductions and its film library, its Enqiirc 8hop- 
l)mg Week and its Window Dressing Com])etition, its cute propa 
gandist inspirations (‘the reci])e for an Emjnre Christmas Pudding 
provided by His Majesty’s Chef ’),^ its Buy British Campaign launched 
by His Royal Highness the Prince of Wales, its lectures, its leaflets, its 
newspaper propaganda — all this and much more testified to its un- 
wearying enthusiasm in ‘advertising an idea’.^ Yet the Board in- 
sisted that advertising was not its first function. ‘Pubhcity’ could 
do no more than garner the harvest which ‘Research’ had sown. 
The research in which the Board interested itself w as of two kinds, 
agricultural and economic. With regard to the former, it conceived 
its task to be not that of performing the work, but of stimulating 
and endowing it. Government departments, universities, and re- 
search institutions throughout the length and breadth of the British 

^ T}ie Empiie Maikofcmg Board comj>iiscd the Secretary of State and the Under- 
secretary of State for the Dominions, the Financial Secretary to the Treasury, the 
Parliamentary vSocrotary to the Minister of Agiiciiltiiie, the Undei-Societary of 
State for the Colonies, the Pailiamentaiy Under-Secretary of Stato foi Scotland, 
and other representatives of the United Kingdom, together with one reyjrcsontative 
for each of the Dominions and one representative for the Colonial Empire 
E M B Ar\mtal Reportj 1927-8, p 38, 

^ Ibid , p. 39 ‘The Board’s task is to advertise an idea rather than a commodity’, 
1 o m tho language of the advoitising profession, its propaganda was of the ‘back- 
ground’ rather than the ‘directional’ variety. 
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Empire profited from the grants of money which the Empire Market- 
ing Board made to help investigations in plant pathology and plant 
breeding, in diatctics, lorestry, entomology, geophysics, the produc- 
tion of wool and fiax and tea and sugar and tobacco and pineapples 
and rice and bananas — the fist lengthened with the years. For 
economic research the Board made less lavish, and possibly less dis- 
interested provision. It did not try to draw a precise academic line 
between investigation and propaganda. It endowed a chair of Im- 
perial Economic Relations at the London School of Economics, and 
assumed ingenuously that the Professor would give pubhc lectures ‘on 
behalf of the British Empire’.^ It occupied some statistical ground 
which might well have been left to the Imperial Economic Committee , 
it instituted regional surveys of the retail demand for butter and other 
commodities, and it made these surveys ancillary to its advertising 
campaigns. It investigated the purchasing habits of local authorities, 
and admonished the negligent or wilful ones who bought from 
foreigners when they might have bought within the Emj)ire ^ A 
close reading of its annual reports suggests that it was advertising, 
perhaps quite unconsciously, not merely an 'idea', but an economic 
theory and a policy. It helped to spread the belief that bi-lateral 
trade between members of the British Commonwealth was the most 
desirable kind of trade. ^ With an unconscious appeal to a strictly 
insular protectionism, it coined the slogan ‘Empire buying begins at 
home ' ^ Its economic theory — although only by an occasional lapse 
of discretion did the theory ever express itself in a phrase™was the 
theory of sheltered markets. It assumed the ideal which the Con- 
ference of 1922 had affirmed, and which tlie Conference of 1932 would 
affirm again* Great Britain first, the Empire second, foreigners last. 
After 1932 the Empire Marketing Board was allowed to die. Its 
composition was inconsistent with the theory of a co-operative Com- 
monwealth of eipial members. The Ilominions could have remodelled 
it , but then, they would have had to share its cost. They did not 
think this worth their while. Having secured their tariff and quota 

^ K M 13 Annual Report, 1931-2, p. 99. 

^ Tbid , p 85 ‘During the year under leview the tender forms of no less than 
319 Local Autliorities and Public Institutions were, aa a result of suggestions made 
by the Board, i ('Vised with a view to the substitution of articles of Empire for those 
of foreign origin ’ 

’eg this legend on an E M B poster of 1928-9 ‘A contract for Australia la now 
m hand at these works Question How can you help to secure further contracts from 
Australia? Answer. By buying, and gottmg others to buy, the products Australia 
IS sending to us buy Australian sultanas and raisins, butter and cheese, canned 
peaches, pears and apiicots, apples (April to August), honey (Golden Wattle).’ 

^ E M B. Annual Report, 1927-8, p 36. 
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preferences, they would leave the ‘voluntary’ preference to look 
after itself. Great Britain was not in the mood to keep on carrying 
the whole cost.^ After the Ottawa bargaining, she felt herself quit 
of her obhgation. So nobody had any real cause to grumble, except 
possibly the Colonies.^ But the Dominions, whether or not they 
realized it, had real cause for gratitude. The Empire Marketing 
Board had done a good deal to widen and deepen in British pubhc 
opinion the track which led at last to the imperial commercial policy 
which they had so long desired. 

It was not only a growing awareness of progress in the overseas 
Empire, but a growing realization of stagnation at home, which pre- 
pared the sudden triumph m Groat Britain of national protection 
and imperial preference. The contrasted economic fortunes of Great 
Britain and the Dominions were commonly linked together m the 
frequent discussions and controversies about Empire trade. What 
was the position of Empire trade ? This is a most difficult question 
to answer m simple terms. The controversialists, of course, always 
did answer it in simple terms, and demonstrated their answers with 
statistical tables of triumphant neatness and cogency. These exer- 
cises m figures were very seldom conscious distortions, but almost 
always they w^ere over-simplifications of a very complicated reality. 
This was almost bound to be so ; for the raw material of commercial 
statistics is contained in millions of individual transactions and book- 
entries ; a statistical table, if it is to bo succinct, must needs be highly 
abstract and selective, and there are very many different points of 
departure for the work of abstraction and selection. The discussions 
before, during, and after the Ottawa Conference arc strewn with 
statistical demonstrations which follow a whole scries of tangents. 
All of these statistical demonstrations arc the historian’s raw 
material, but not all of them arc equally significant , the historian 
must use his trained judgement in assessing the integrity, abihty, 
and relevance they severally embody. It would be useful to place 
at the head of each table of figures an appropriate caption — ‘Said 
Mr. Baldwin’, or ‘Said Mr. Bennett’, or ‘Said the Economist'. To 
get deeply tangled in the thicket of controversy would be foolish ; 
it is much more profitable to stand outside the thicket with the 
purpose of observing its general shape. 

^ Mr J- H Thomas said ‘No wonis can acloquatcly express the work of the Empire 
Marketing Board We are anxious to continue that woik, but we are not prepared 
to feed the baby ’ The Times^ 20th July 1933. 

* There was a raountam of newspaper grumbling , see the columns of The Times 
during July, August, and September 1933. 
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In the years whicli preceded the Ottawa Conference, certain 
individuals and oigaiiizations attempted to do this very thing. The 
body which vonld have been most qualified to do it— the economic 
section of the Fjeague of Nations — did not indeed make the attempt; 
its purview was at that time so strictly non-political that the British 
Empire did not appear within it at all. Its annual Review of World 
Trade and Balance of Payments rested upon the information collected 
in each ‘mdejiondcnt statistical area’* every separate political divi- 
sion of the Briti.sh Empire was such an area, but the Empire itself 
was not one.^ 'fhe Review did not attempt to group together those 
areas which were united by their allegiance to the Britannic Crown ; 
its grouping was by continents (for example, Africa) or by maritime 
neighbourhood (for example, the Caribbean area or Oceania). There 
was, however, in London an organization — the Imperial Economic 
Committee — whose business it was to study economic conditions in 
‘the Empire as a whole’. In 1930 the secretary of this organization 
made use of the material collected by the League and by govern- 
mental statisticians in Great Britain m order to survey the Emjiire’s 
commercial fortunes between 1913 and 192S.2 

His survey would seem at first sight to proclaim good news. The 
twentieth-century British Empire, like seventeenth-century England, 
was finding its fortune ‘by forraigne trade’. Its trade, which was 
increasing at a rate above the average world rate, appeared to be in 
1927 double the trade of the United States, and almost a third of 
the total trade of tlic world. In reality the result was not quite such 
a flattering one ; it was reached by aggregating all the imports and 
exports of the component parts of tlie Empire— a metliod which 
credited to ‘the Empire as a whole’ the trade whicli its parts did 
with each other If both the British Empire and the United States 
were to be treated as ‘wholes ’, it was only fair to eliminate tlie intra- 
Imperial trade of the one, just as the mter-State trade of the other 
was eliminated. But the value of this ‘domestic’ trade was only 
one-third the value of the ‘Empire-foreign’ trade; moreover, the 
latter was increasing more rapidly than the former.^ A revised cal- 

^ Tho Review of Woild Trade has since then considerod imperial units 
® Hepoits of the Imperial K< onomic Committee Thirteenth Keport A Memoran- 
dum on the Trade of the British Empire J0J3 and 1925 to 192Sy by Sir David Chadwick 
The report was based on the T.cagiie material (re -grouped) together with the Statistical 
Abstract of the United Kingdom and figures prepared by the Boanl of Trade for the 
Federation of Chambers of Commerce of the British Empire 

^ Ratio of Ultra- Imperial trade to total Empire Trade 

1913 1925 1926 1927 

(Includmg Irish Free State) . 24 6% 29-7% 26 7% 24 3% 

(Excluding Irish Fieo State) 24 6% 23 2% 22 0% 22 5% 
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dilation would, theroforo, hIiII throw into n*li(*f the p/O/whonate/y 
rapid increaHC of the Kminro’s commerce, and the Empire’s large 
share lu world commerce. In ID III the share was hy this calculation 
18’St) per cent., and in ID27 it was 20*28 per cent.— a figure w'hich 
gave a comfortable margin of advantage over the United ^States of 
America, and would have given a margin of advantage over the 
United States of Europe, had such a body been m existence and its 
foreign commerce been calculated by a similar method. 

Was not this news reassuring ? Was it not cause for patriotic joy ? 
It might have been, had ‘tlie Em])ire as a whole’ been an economic 
unit. But the reverse was true. The statement tliat the Empire was 
on balance an importer of goods had no meaning for India, which, 
partly because of its debt to Great Britain, was on balance an 
exporter of good.s. The statement that tlic exports of the Empire 
were rapidly increasing had no meaning either for India or Great 
Britain, for, m terms of 191*5 prices, the exports of tlic foimer \vere 
no more than tliey had been in 1913, and the exports of the latter 
were less. The statement that the Empire’s foreign trade was tliree 
times as large as the trade between its component parts meant 
nothing to j'Jew Zealand, winch took half its imports from Great 
Britain and sent to Great Britain more than SO jier cent of its 
exports. And what did the distinction between the Empire’s 'foreign’ 
and ‘domestic’ trade mean to the wool-growers of Australia or the 
wheat-growers of the Canadian prairies ? Their private fortune de- 
jiended on their ability to make a profitable sale of their produce, 
no matter who the buyers were. Nor could the governments of 
Australia and New Zealand, in studying the balance of payments 
and the budgetary situation of the communities to which they were 
responsible, afford to make this distinction ; in guarding tlie pros- 
perity and solvency of their countries they had to regard their trade 
with Great Britain (though it might be predominant in bulk and 
seem preferable m principle) as no less ‘foreign’ or Tnternationar 
than their trade with Germany. In short, the concept of ‘ the Emjiire 
as a whole’, although it might be interesting to the jieoples and 
governments of the autonomous nations of the Commonwealth, had 
little direct bearing upon the decisions whicli they were coni])eUed 
every day to make in the management of their several economic 
households. 

It was therefore necessary, if the discussion of Empire trade w ere 
to be of use to the Empire’s traders and governments, to resolve 
the abstract imperial concept into elements which wore closer to the 
immediate problems of commercial and political life. The memoran- 
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dum of the Imperial Economic Committee began this task by 
separating Creat Britain from the ‘Overseas Empire’. This separa- 
tion at once brought to light the significant fact that the growth of 
Empire trade was an overseas rather than a metropolitan growtJi. 
In 1913 the imports of the overseas Empire had been 30 per cent, 
less than those of Great Britain, and its exports had been 9 per 
cent, less; in 1928 its imports were only 7 per cent, less, and its 
exports were 40 per cent. more. But the ‘Overseas Empire’ was 
a concept hardly less abstract than ‘ the Empire as a whole ’ , there 
was no unity in the economic circumstances and problems of New 
Zealand, Newfoundland, and Nigeria , nor were the people of Malta 
likely to ring their bells for joy because rubber was booming in 
British Malaya. Were all the communities of the Overseas Empire 
increasing their trade ? And if not all of them, which of them ? The 
memorandum made no attempt to investigate the position of the 
colonies It was content to hazard the opinion that ‘the Colonial 
Empire as a whole’ — here was another generalized concept which 
meant nothing to Tanganyika or Trinidad — ^was expanding its trade 
at a more rapid rate than ‘that of the other parts of the Empire 
taken together’. The self-governing portions of the Empire, how- 
ever, received specific attention. Their position, and that of India, 
was summarized in the following table* 


Percentage changes in volume of trade {1913' 100) 




Imports 



Exports 



IVIS 

1025 

1926 

1027 

1915 

1925 

1926 

1027 

United Kingdom {a) 

100 

111 

114 

117 

100 

80 

T2 

73 
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(112) 

(111) 
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(68) 

(69) 

Canada 

100 

114 

136 

152 

100 

210 

205 

205 

India 

100 

78 

85 

100 

100 

101 

93 

100 

Australia 

100 




100 

95 

115 

no 

South Africa 

100 

101 

112 
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too 

no 

98 

118 

New Zealand 

100 

1 156 

156 

147 

; 100 

136 

136 

145 

USA 

100 

160 1 

170 

180 ' 

100 

137 

145 

157 

The Woild (League’s 

i 








figure) 

100 

108 

112 

122 I 

100 ! 

! 107 

109 

118 


(a) Figures in brackets are the result of omitting trade with the Irish Free State. 


Here at last was something concrete ; it showed that each one of 
the Dominions (with Canada in the van and New Zealand second) 
was increasing its exports and imports, whereas the exports of India 
were in this period at best stationary and those of Great Britain were 
diminishing. Here would be the starting-point for that kind of 
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research which the economic historian understands — research into 
the growth of individual economies, or into the rise and fall of 
particular industries. And here might be the starting-point of those 
calculations of advantage which ministers of commerce and their 
advisers are accustomed to pursue. Was there anything in the 
tendencies of British and Dominion trade which might lead Dominion 
politicians to reconsider their long-cherished ideal of reciprocal im- 
jierial preference ? TJiey miglit with some justification begin to 
question their habitual assumption that Great Britain was a market 
of unlimited possibilities. Yet (4reat Britain was the centre towards 
which 80 per cent, of ‘Empire trade’ still radiated, and Great J^ritain 
was still, for many of the Dominions, a market of overwhelming 
importance.^ Great Britain was, moreover*, a market whose con- 
suming cayiacity was still on the increase measured by 1913 prices, 
it had risen 41 per cent, between 1913 and 1927.^ In the same period, 
tlie Em])ire’s share of British impoits had risen from 20-5 per cent 
to 27 per cent. Might not ])olitical action increase this share ? In 
good times, and still more strenuously in bad times, the Dominions 
battled for a wide extension of imperial preference So far as they 
were concerned, there wan no new thing to be explained , their 
thought still ran m the old grooves 

It is the revolution in English thought which needs explaining. 
It can hardly be explained without some awareness of the commercial 
clianges which have been touched upon above. The good news of 
general imperial progress did not include the particular good news 
which Great Britain would have liked to hear. While world trade 

^ On tho evo of tlio Ottawa Conference percentage exports to the United Kingdom 
^\oro Canada, 28 3 (excluding exports via USA), Anstiaha, 49 8, Now Zealand, 
87 7, India, 27 9, South Atiica, 4.3 4 

^ The following figuioH, which are ‘only rough’, compiled by Sir David Chadwick 
{Afetnoran(him^ p. 22), indicate the part which the Empire and foreign countiios 
played both in tho mipoit and export trade of Croat Britam m 1913 an<l 1927 
respect ivcly 


Empire Overseas 

{omitting I E S.) Foreign countries 
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191 
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41 
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15 

Exports of U K produce 
and manufacture to 

195 

1 178 

' 9 

1 

330 1 

235 ‘ 

29 
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330 

369 

1 12 

854 1 

836 1 
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had been increasing and the Empire’s trade had been increasing at 
an abnormally high rate, British trade had been stagnating , imports 
alone had been on the increase ; exports had been on the dcchne. 
This meant that Great Britain was depending increasingly for the 
maintenance of her ]}eoplc on the shipping and financial services 
whicli she rendered to other nations and on the tribute which she 
drew from them as the result of her past investment abroad ; it meant 
that her capacity to expand, perhaiis even to maintain this invest- 
ment, was drying up , it meant a threat of real danger to lier economic 
structure and the standards of Iier peojile. What was the cause of 
this stagnation, and what was the remedy ? For a time it was 
fashionable to allege as cause the war-time collapse of Europe, the 
currency depreciations of unscrupulous or desperate competitors, 
and other such transient phenomena. But a (^ienevan observer 
pointed out in 1931 that, whereas continental Europe had more than 
recaptured its pre-War vigour, Great Britain had ‘lost ground to the 
great and to the small, to the financially jiure and the financially 
reprobate, and principally to the United States’ This observer 
accused British producers and traders of a failure to understand the 
changing world in which they lived and of an ina])ility to adapt 
themselves to its changes. ‘ We are to-day standing still or but 
crawling in a j)rogressive world. We are standing or crawling with 
an awkward rigidity in a world in which suppleness is becoming a 
constantly more imperative quality, because demand is bccommg 
constantly more mobile It was an econoinist’s diagnosis —not by 
any means the only one, but one which expressed the aloofness tradi- 
tionally associated with orthodox economic science, from political 
explanations and jirogrammes. It alluded to, but did not stress, the 
fact that Great Britain’s loss of trade m Empire markets was much 
smaller than her loss in foreign markets — a mere 9 per cent, com- 
pared with a 29 per cent loss But to men of a different temper and 
training this fact was the central one ; they turned it into a thesis 
and a policy. The policy was the old i^olicy of imperial preference ; 
the thesis which supported the policy was ‘The Growing Dependence 
of British Industry upon Empire Markets’.^ 

The thesis could be expressed in a few staccato propositions. Great 
Britain had indubitably lost trade while her rivals had been gaining 
it: m 1927 her index of exports (taking 1913 as 100) was 83, whereas 

^ Lovoday, Britain and World Trade (Longmans, 1931), p 149 

^ E M.B 23. F. L McDongall, The Growing T)ependence of British Industry upon 
Empire Markets. Cf Sheltered Markets (John Murray, 1925) by the same author, 
who waa economic adviser to the Australian High Commissioner in London. 
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that of the United States was 157 and that of Italy was 134. More- 
over, Great Britain's loss had been heavy in every foreign market 
throughout the world. It had been far less heavy in the Empire’s 
markets ^ Admittedly, the Empire was buying proportionately less 
from Great Britain and proportionately^ more from her competitors 
but within its boundaries an increasing proportion of British exports 
were finding their outlet in 1913 the pro]iortion was 37-2 per cent , 
in 1927 it was 46 jier cent. What, then, was the economic significance 
of the Empire for the future of Great Britain? It ofi’ered ^a senes 
of sheltered markets for British industry’. Would not Great Britain 
be foohsli if she refused the opf>ortunify ? Her imperial markets were 
capable of a great expansion Empii'' countries were growing more 
rapidly than foreign countries , Empire purchasers spent far more 
per head on British goods than foreign purchasers did. Was it not 
common sense — the thesis was now moving towanls the policy — to 
take particular pains in cultivating those good customers ? Not that 
other customers need be negled ed There was no reason why Great 
Britain, in availing herself to the full of the imperial slieltcr which 
was offered her, should do the least harm to her trading prospects 
m the world at large. On the contrary. 

‘The existence of, and the further development of, these great 
sheltered markets should provide to the British manufacturer a con- 
siderable measure of that security which the home demand of the 
States of the USA afforded to American manufacturers. Thus the 
development of Empire markets should enable the British manufacturer 
to increase his output, reduce his costs, and thus to place himself m a 
better position to meet fierce competition in the foreign market 

It might be legitimate to dispute some of the ])ohtical morals 
which were drawn from the thesis of Great Britain’s growing de- 

^ There was an absolute decline from 1913 (a peak year), but if 1901 is taken as 
the base year a better impiession is given The following table is from Piofossor 
A. J. Sargent, Briti&h In(iu'<(ry and Empire Markets (E M B. 2()th March 1930). 

Exports of Manufactures from the United Kingdom to the Empire {1901 100) 
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1927 

115 1 

147 2 j 
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45 8 


‘Owmg to statistical changes, the figures in the third column are liable to con- 
siderable error ’ 

3 McDougall, E M B 23, p. 27. 
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pendence upon Empire mcarkets; but the thesis was broadly true. 
However, it called for a more detailed examination,^ An analysis by 
geographical areas would seem at almost every point to support the 
thesis; an analysis by classes of British industry would emphasize 
important exceptions to its general vahdity. Consider first some 
geographical areas. In 1901 the European market for British in- 
dustry was almost as large as the whole Empire market , but between 
1901 and 1927 the latter grew to double the size of the former.^ Or 
contrast the purchasing bloc of Australia and New Zealand with the 
doubly [lopulous purchasing bloc comprised by Argentina, Uruguay, 
Paraguay, and Chile. In 1901 the latter was far less important than 
tlie former as a juirchaser of British manufactures , it gained ground 
rapidly between 1901 and 1913 ; but thereafter its rate of jmrchasmg 
increase became far slower. In 1927 the people of tlie two South 
Pacific Dominions spent £74-2 millions on British manufactures, 
wOicreas the people of the four South American Republics s])ent only 
£30‘3 millions The average Australian or New Zealander bought in 
1890 three times as much from (freat Britain as the average Argen- 
tinian or Chilean bought; m 1901 he bought four times as much , in 
1927 he bought more than live times as much. The Emjiire market 
in the South Pacific, whether measured by its total purchases or its 
per capita purchases, was a more valuable one than the foreign 
market in Soutli America; and its value Avas growing more rapidly, 
^^iinilar contrasts between imjicrial and loreign markets were the 
general rule in other geograjihical areas of a very difierent social and 
economic character. For example, in 1927 the total jiurchase of 
British manufactures made by India and Ceylon was three times 
the total purchase made by the foreign Far East — £84*4 millions 
compared with £27-8 milhons The per capita, purchases of these 
two Empire countries were almost five times those of the foreign 
countries Let us, therefore, praise British subjects and curse 
foreigners. . . .Yet the position would not appear so simple if one 
considered the specific kinds of British goods wliich were in demand. 
India’s purchases of British cottons were diminishing more rapidly 
than China’s purchases, because India’s cotton industry, sheltered 

^ See the work of Profossor A J. Sargent cited above, considerable use is mad© of 
it m this paragraph 

^ in 1901 Kuropo (excluding Russia) bouglit British manufactures woith 
£02,000,000, and its per capita purchase was 5s Id The Empire’s per capita purchase 
was the same (5^ id ) and its total jiurchase was £88,000,000 

In 1927 Europe (excluding Russia) bought £120,000,000 of British man u fact urea 
and its per capita pui chase was Hs 6d The Empire’s per capita purchase m that year 
was 12^ 6d and its total purchase was £281,000,000 
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by a recently erected tariff, was increasing at a more rapid rate. 
Canada’s purchases were diminisliing for a similar reason. And when 
one considered all branches of the British textile industry, which 
normally accounted for half the export of British manufactures, it 
became apparent that the Em])ire, rather than foreign countries, was 
responsible for the diminished sales overseas ^ On the other hand, 
in the iron and steel and engineering section of British industry, 
which normally accounted for about a third of the export of British 
manufactures, the support of the Empire’s markets was becoming 
increasingly important. There vas, indeed, even within the Empire, 
an absolute, though not a projioitionate, slackening of dt'inand for 
iron and steel, but in other classes and sub -classes there were notable 
and sometimes remarkable increases In the section as a whole there 
was between 1913 and 1927 a dechnc of 27 pei cent, in British 
exports , but this declines was due entireJy to the dimimslied jiur- 
chases of foreign count] les What, then, was the proper conclusion 
to draw from this more detailed analysis ? Different sections of 
British industry would draw different conclusions from it Nor would 
their conclusions apply impartially to all the Empire’s countries. 
Canada would not be very popular with any section of British 
industry. India would be unpopular with the cotton manufacturers, 
but popular with the machine manufacturers. Australia and New 
Zealand would win the general approval of most sections. 

Political propagandists, however, could not be expected to dis- 
criminate in this pernickety fashion. They took the generally proved 
thesis of the growing dependence of British industry upon Empire 
markets and made a resounding slogan out of it. The Beaverbrook 
press launched a ‘crusade’ for ‘Empire Free Trade’ — a policy which 
had never during the past half-century appeared even on the remotest 


' Percentage of total United Kingdom exports of Textiles going to Empire countries 
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horizon of jjolitical possibility. Hut, although ‘ Empire Free Trade ’ 
was completely visionary as a political objective, it was a very useful 
political screen. ‘Free Trade ’ still had propaganda value, and so had 
‘ Empire ’ ; a daring if dishonest combination of these two symbols 
offered to the champions of protection and preference a popular 
banner to wave before the vulgar. Alas for the polite economic 
deportment of a vanishing age* Alas for its botirgeois sociability, its 
English rationality! Tlicse virtues were becoming outmoded. The 
pushing twentieth -century nations conformed to a far different pat- 
tern of behaviour. Insular internationalist England clung patheti- 
cally to 2 ^roprieties winch were discarded abroad and increasingly 
derided at home A minister in Great Britain’s labour government, 
Mr. W. Graham, made patient pilgrimages to Geneva to plead for 
a tariff triu'e. The European nations would not listen to him. The 
United States of America met the first onset of the depression with 
a savage outburst of protectionist egoism. In Canada there was a 
transient gleam ot liberality, the Dunning tariff of 1930 pointed the 
way to an un -egotistical version of preference in a context ot lowered 
trade -barriers. But the C’anadian electorate was swejit by a retalia- 
tory passion against the United States and a protectionist resentment 
against butter-exporting New Zealand.^ It returned to power an 
overwhelming conservative majority led l)y Mr K. B Ikmnett Mr 
Bennett piled the (Canadian trade-barriers sky-high. Having done 
this, he sailed to England to preach imperial preference at the Im- 
j)erial Conference. He 2 )ut his peroration first. He envisaged a world 
which was looking to the British Commonwealth Tor guidance, for 
help, for a Icad’.^ Then he put his proposition It meant tlie piling 
up of new barriers against the trade of the world. ‘1 offer’, he 
declared, ‘to the Mother Country, and to all other parts of the 
Empire, a preference m the Canadian market in exchange for a like 
j)rcfereiice in theirs, based upon the addition of a ten per centum 
increase in prevailing general tariffs, or upon tariffs yet to be 
created 

^ Thero is an interesting intei action between the nnti-Uiiited States and the nnti- 
Now Zealand protectionism of tho Canadian oonseivativo paity Lowered piuos for 
wheat <«(imnlate(I dairy piofJuction in Canada The Hawde^ -Smoot tariit of tho ITrutod 
States restiieted the entry of Canaihan cream Canadian farmt'rs, theiofore, agitated 
against tho entry of New Zealand butter, with whicli, chiefly owing to cliinatie 
conditions, they wcmo unable to compete elhciontly The Canadian (Jovernrntsit 
teimmated tljo trado treaty of ll)2f> and laisod the duty on Now ZoaJami laitter 
from 1 cent per lb to 4 cents, and then ( r2th 0( tober 1930) to 8 cents per lb A now 
tiado agreement of 24th May 1932 reduced the iluty to 5 cents, as against 8 cents on 
Biifish and 14 cents on foreign butter But tho 5 cents duty was suillcient protection. 

* Cmd. 3718 of 1930, p 31 Jbrd , p. 34 
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A British minister pubhcly declared that Mr. Bennett’s offer was 
‘humbug’.^ The description, though true, was tactless. But tempers 
were too frayed for tact. Mr. Bennett encountered at the Imperial 
Conference a Lancashire Chancellor of the Exchequer fighting bit- 
terly in the last ditch for the principle of free trade. TJic press joined 
m the fight. The Manchester Guardian was insufferably exact and 
rational; the Observer was lumpishly satirical,^ the Empire Free- 
Traders screamed. They, however, received even shorter shrift than 
the genuine free-traders did from Mr Bennett and the otlier overseas 
statesmen ^ The conference ended in a stalemate. Nevertheless, the 
delegates se])arated with a feeling that change was imminent They 
had agreed to meet each other soon again at Ottawa They had 
taken up their respective bargaining positions. The leader of 
Australia’s labour government had resubmitted his piedecessor’s 
scheme of agricultural preference- -the British farmer first, the 
Empire farmer second, and the foreiLrn farmer third. ^ The labour 
government ot the United Kingdom had proved itself willing to ex- 
amine quota and im])ort-board schemes ^ 'J’hese schemes, it was true, 
might have a moie shattering effect upon freedom of trade than any 
protective or preferential tariff could have , but they did not conflict 
with the letter of the old liberal doctrine, and they seemed somehow 
to express the spirit of the new socialistic doctrine. Mr. Bennett leit 
Great Britain m optimistic mood; he believed that his offer would 


^ J P E , vol XII, pp 24 ff Tt later transpnod that tlie (\ana(linn qu}(l pio quo for 
a change of Ihitish lineal policy was e\en smaller than had been at. fust undeistood 
the 10 per cent inci eased tariff against loreigners would not bo an absolute 10 per 
cent inci eased jiu'feience to (beat. Untain it would be merely an additional tenth 
of the existing (luties 

^ Ob^erveTf 201 h October 1030 ‘The Biitish fanpire is abandoned to economic 
diMntegiation and political nullity thiough the theoiies of tho Cliancc3llor of the 
Exchequer No mattoi, a tlieoiy is intact ' 

^ Cmd. 3718, p. 34. ‘This pioposed preference should not bo considered as a step 
to Empire Ereo Tiado In our opinion, Empiie Free Trade is noithei dc'^iiable nor 
possible ’ On this Mi. Havenga agiood witli Mr l^onnett Ibid , p 69 

“* Ibid , p 15 Mr Sculhn ‘Just as m Australia and all tho other Doinmiona we 
must give our (hst preference to local industries, and our second to Oreat Britain 
and tlio Dominions, so in considering the market for Empne agiiculture in Great 
Britain, Australia, and I have no doubt tho other Dominions, would naturally expect 
to see tho Biitish farmer given tho first place, with, where necessary, advantage over 
tho Dominions, but wo hope to bo given — again where nocessaiy — some advantage 
over foreign fountiios’ For Mr Biuco’s statement of this principle m 1923 soo 
above, p 141. 

° Cmd 3718, pp 45-8 A committee reported on the possibility of quota systems 
(notably for wlioat, but also for canned fiuit, fresh fruit, and dairy produce). It also 
considered Import Boards and bulk purchase. Its report was unfiiondly to all those 
sehemos, but this did not close the door which the British government had opened 
for their consideration. 
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be accepted at Ottawa. Mr Scullin declared that the Conference 
marked ‘a wonderful step forward’. Mr. Forbes implored his fellow 
New Zealanders not to 'bluster and heckle and scold’ Great Britain. 
He believed that the British people bothered themselves too much 
with theoretical questions, but they were sound at heart they would 
soon learn to judge policies by their results, as the practical New Zea- 
landers did. New Zealand had passed the ball to Great Britain; 
before long all the nations of the British Commonwcaltli would be 
yilaymg the game of trade together like a well-co-ordinated Rugby 
team ^ 

Within a few months all the nations of the British Commonwealth 
were struggling to keep themselves alive in the economic blizzard. 
In that struggle Great Jiritam jettisoned the old theory of commercial 
policy to which she had so persistently clung. Her response to the 
challenge of extreme economic adversity was not in any largo degree 
directly conditioned by the theory of impeiial preference, much of 
Mhat she did was an almost reflex action which found its theory 
afterwards But some of this reflex action flowed spontaneously into 
cliannels which had been already cut by the propaganda for imperial 
jireference. The election of 1931 returned a 'national government’ 
with a ‘doctor’s mandate’. In November 1931 this government 
pushed through parliament the Abnormal Imjiortations Act. In 
February 1932 parliament accepted the Import Duties Act This 
Act establislied a protectionist Great Britain ^ By exempting Empire 
countries from the general 10 per cent, ad valorem duty, it widely 
extended the area of United Kingdom preference to tlie Empire. 
But the exemption was intended to be tentative, a ])reparation for 
bargaining at Ottawa. The Import Duties Act also armed the British 
government with the power to drive close bargains with foreign 
countries. It established a tariff system whicli conformed, or seemed 
to conform, to the three-hne model which had long been familiar to 

‘ Seo Cmd. 3718, pp 24.^, 246 Mnnchebtfr Guurdifin, 27th 0( foher 1638 J P E ^ 
\ol xii, pp 1U13 ff But hpe also ibid , p 1052 Mi. Ha\ on^a in the South African 
parliament slnick a diffoient note He said that (heat Biitam had made it clear 
that her extoiual trade was of far moio value to her than lior tiado with the 
Hommiona 

^ Its rhud piovisions wore (J ) A general 10 poi rent ad valorem tariff, with coitam 
exemptions (eg wheat m gram, meat, animals, cotton, wool, flax, hides, lubber, 
non ore, and other raw materials) (2) Piovision for the imposition by Tionsury Order 
on the rocommcndation of the Irnpoit Unties Advisoiy Committee, of higher duties 
on (a) liixuiy goorls, (t>) goods produ(‘ed or likely to bo produced in reasonable time 
and quantity m (ireat Britain (3) Provision for remission or relaxation of duty 
(saving imperial preference) in favour of specific countries This gave bargaining 
power for treaty-making (4) Provision for retaliatory action by the raising of duties 
up to 100 per cent 
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the Dominions.^ In short, within a few months Great Britain 
definitely committed herself to those principles which the Dominions 
had been urging upon her for half a century. In addition, she fol- 
lowed the suggestions which successive Australian Prime Ministers 
had made concerning her agricultural policy. In recent years her 
market had become the world’s dumping ground, the position of 
her farmers, particularly her live-stock farmers, was acute She now 
began to set in motion a pohcy of agricultural revival which might 
some day turn out to be far more than the Austrahans had bargained 
for. But this anxiety lay the other side of the Ottawa Conference. 
In July 1932 the Dominion delegations gathered at Ottawa in great 
need and m high hoyie. It seemed tliat Mr. Forbes s prophecy had 
come true , it seemed that Great Britain had at last consented to 
join the team and play tJie game of trade by Dominion lules. 

The Ottawa Conference damped some of the enthusiasm. Perhaps 
the team spirit was imperfect. There is plenty of sneermg gossip to 
this effect. The future historian may sift this gossip if he thinks it 
worth Ins while Probably it will never be worth anybody’s while 
The published rec'ords of the (.inference, though they are very 
scanty, sufficiently reveal its imjierfections. One not-mfrequent 
weakness was a lack of charity. The most persistent and serious 
weakness was a lack of clarity. 

Many yieople had long desired a conference like this gathering at 
Ottawa ; but nobody had ever imagined the circumstances in which 
at last it met The enthusiasts had envisaged a gathering of nourish- 
ing nations triumphantly intent u])on a task of economic integration , 
instead, it w^as a gathering of anxious and suffering nations, desper- 
ately intent upon a task of economic salvage. The note of desperate 
need made itself heard in many speeches Mr Bruce told the story 
of Australia’s struggles how she had cut the basic wage by 30 per 
cent., cut her imports to one-quarter of their value m prosperity days, 
raised the volume of her exports by one-third, skimped and sweated 
to defend her solvency, punished her own people and the people of 
other countries. Australia had had no choice. Yet what she had 
done was insufficient. She should do more ; but to do more would 
bring her to the edge of social and economic disaster. From the 
other Dominions came similar tales of struggle and privation. From 

^ Tho iluee of the Biitish taiiff — -prof<‘rential line, tieaty line, and general 
lino — in piaetice resolved themselves into two because treaty rates were generalized 
among practically all nations by the operation of the m.f n clause Dominion 
tarilTs also had very seldom been m practice three -lino ones Australia, for example, 
had never used her mtermediato tariff, and had let it lapse. For its revival, see 
below, pp. 249-50 
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India came the most harrowing taJe of all; for there the losses 
of producers and the starvation of government services cut into 
standards of living whicJi were already on the extreme margin of 
wretchedness. The Indian cultivator found himself compelled either 
to eat less of the scanty food which he grew, or to sell part of his 
little jiroperty, or to get further into debt , he did all three things. 
What was the cause of this misery ? The Indian cultivator knew the 
cause Av^ell enough For the things wdiich he had to sell he received 
as likely as not a bare half of what ho had been accustomed to receive 
before the War ; for the things which he had to buy he was pay- 
ing a great deal moreA There was no basically different economic 
cause for thei plight of farmers in Canada or New Zealand or 
Australia, or, for that matter, of those in Argentina or Hungary 
or Great Britain or the United States. A ‘calamitous fall in 
commodity prices was at the root of the troubles of them alb The 
responsible ministers who were conferring at Ottawa were unanimous 
about that. 

It might have been expected that this unammity would liave 
defined their problem for them. That problem, according to their own 
diagnosis, was to find means of raising commodity prices in relation 
to til e prices of manulactured goods. Nobody dared to suggest that 
the gaj) might be narrowed by lowering the prices of manufactured 
goods, which all the Doimmons had driven upwards by increasing 
doses of tariff protection. The gap must rather he narrowed (so every- 
body agreed) by raising the price level for ju unary products But 
what had this problem of price levels to do with imperial preference ? 
If price levels were the real problem, did not preferences become rather 
irrelevant ? Sir Henry Strakosch, speaking for India, declared that an 
extension of jirefcrences, without a raising of prices, would do no good 
at all either to India or to the United Kingdom. ‘No amount of pre- 
ference in favour of United Kingdom goods ’ , he said, ‘ could m these cir- 
cumstances lead to purchases by the Dominions and India of United 
Kingdom goods beyond the absolutely jndis])ensable minimum.’ If 
prices continued to fall, he added, the question of preference would 
become still more irrelevant.^ Supposing the Conference had made 
this its mam line of thought ? It would have been departing from its 
agenda and deserting the channel of emotions and ideas which had 

^ Aorordmg to Sir George SehuHterhis lived charges wcio also higher than they wore 
111 1914 Tlie following indicate some of the price falls of things ho sold (1914 100) 

Ceieals 60, raw juto 4.'), hides and skins 02 , cotton 89 As for the rises of things he 
bought, cotton piece goods 'woio 127 and kerosene 161 

“ Mr. Bennett’s phrase— Cmd 4175, p 130. 

^ Ibid , p 165 
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been cut by half a century of propaganda. Not even the emergency 
in which it met had prepared it for such a change of direction. There 
was, for one thing, no unanimity of doctrine about the method of 
raising commodity prices , Indians and Australians placed a greater 
emphasis on monetary policy than Canadians and Englishmen were 
willing to accept. There were also some direct clashes of interest 
South Africa, the world’s greatest gold-producing country, was still 
unrepentant in its devotion to the strict gold standard. About the 
problem of the price level no clear pattern of thought had as yet 
taken shape , but there w as a very old pattern of thought about trade. 
It was this pattern which moulded Hie w^ork ol tlie anxious and 
confused statesmen. To this pattern they subordinated even their 
plans for a restoration of the price lex el ‘<)iir primary object’, said 
Mr. Bruce, ‘is the promotion of iiitra-Ein])ire trade and the cimsumma- 
tion of a closer economic union bcUveen the British Natiiuis 

No other definition of tlie ])urpose f>f the ( onforence would have 
been acccjdable to the \(*l(‘ran champions of imperial preference. 
Yet all the statesmen knew that the economic welfare of the peoples 
of the Empire was clo^'cly jnt(‘Mvoven with the economic welfare of 
the wwld community jMoieover, they had ])ecome aware of changes 
in popular diction, among the nexv generation ‘world community’ 
was a favourite phrase, ‘imperial right’ was out of fashion. They 
conformed to tlie new fashion, by natural imitation rather than by 
a conscious effort Tliey became mealy-mouthed Tliey might be 
tough enough to snateli for themselves sectional, national, or im- 
perial advantages for which other peojiles would have to pay, but 
they were not tough enough to confess to themselves that this was 
their purpose. Ho they told each other tliat the eyes of the w^orld w^ere 
upon them ‘in hope and expectation ’ ^riiey told the world that they 
were gathered together in order to give the nations an example of 
‘unselfish and concerted action’. They would save the Empire by 
their energy and save the world by their example They protested 
again and again that the remedies ajiplicable to their own sickness 
w ere applicable also to tlie xvorld’s sickness.- Some of them appeared 

effects upon the economic life of other peoples. Mr. Baldwin pointed 
out that increased preference might be given ‘either by lowering 
barriers among ourselves or by raising them against others His 
Majesty’s Government in the United Kingdom favoured tlie first 
method . . as far as possible.’ Alas for that qualifying jihrase!^ 


^ Ibid., p. 78 


" Ibid , pp. 64, 66, 76, 76. 


® Ibid 
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Mr. Bennett expressed an altruism no whit inferior to Mr. Bald' 
win’s. He too spoke of clearing out the channels of trade within the 
Empire in order to pump the revivifying stream of commerce through 
the stagnant pools which had been ‘dammed up by the world 
upheaval ’.1 But Mr. Bennett’s i)lan was in substance the same plan 
which he had urged in 1930; it was a plan of building dams, not 
breaking them. He defined it as ‘ the ideal application of the principle 
of jirotection In tlie past, Canada had been able to j^rotect her 
own manufactures , but she had not been able to protect the natural 
products which she exported. She now invited Great Britain to 
shoulder this task. Canada in lier turn would compensate Great 
Britain by penalizing still further Great Britain’s foreign competitors 
in the Canadian market The argument of New Zealand slipped 
similarly from lofty altruism to unabashed self-interest ; there was, 
declared Mr. Coates, no conflict between the objects of this imperial 
conference and ‘ general world interests ’ ; but as a matter of urgency 
Great Britain ought to institute quota restrictions on the dairy 
produce, meat, pig products, fruit, and similar commodities sent to 
her markets by foreigners. Mr. Bruce made the same transition, not 
by a slip, but by a leap His first speech expressed Australia’s high 
moral purpose, his second speech expressed Australia’s ‘entirely 
realistic sjurit’® He distinguished between those commodities of 
which the Empire was a net exporter and those other (‘ommodities 
of which the Empire was a net importer. He did not believe that Great 
Britain could help the situation of the former commodities ; pro- 
ducers of wool and of wheat (although Australia would listen with 
interest to the Canadian projiosals with regard to wheat) would have 
to await an improvement of ^\orld markets But special advantages 
m the British market would be of great value to those Australian 
producers whose livelihood was bound uj) with the jiroduction of 
meat, fruit, sugar, base metals, dairy produce, and similar commo- 
dities. Some of these producers already enjoyed a preference , they 
would want it extended Others, who did not yet enjoy a preference, 
would demand one Others would probably demand more resolute 
aid than any [irefcrence could give In particular, producers of meat 
and butter might be content with nothing less than ‘the adoption of 
a scheme of restrictions upon imports from outside the Empire ’. 

The sweetness and light of conference oratory were now fading , 
the statesmen were giving foreigners a nasty look. Sometimes they 
gave each other a nasty look. Mr. Bruce bridled at the British 
suggestion that the preferences granted under the Import Hutics Act 

^ Cmd 4175, p 68. ^ , p 69 Ibid , p 100 
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were conditional on the grant of new preferences by the Dominions ; 
they were, he said, ‘a somewhat tardy response ’ to the favours which 
Australia had long since showered upon British industry. In reply 
to this, Mr. Baldwin bridled just like an old-fashioned English liberal. 
He waxed eloquent about 'the greatest boon of all’, free entry into 
the British market. The Dominions enjoyed this boon on 90 per cent, 
of their exi)orts to Great Britain. 8ince the change of British fiscal 
pohcy, foreigners enjoyed it on only 30 j)er cent of their exports. 
But the Dominions granted no comparable boon to Great Britain ; 
their preferential mitigations of high-protectionist duties were as 
often as not of little use to British producers. The argument between 
Mr. Baldwin and Mr. Bruce became a statistical thrust and counter- 
thrust. Mr Bruce made j)lay with (o’cat Britain’s visible balance 
of trade, his reproachful hgures accused Great Britain ot granting 
unmerited and unrequited favours to Australia’s rivals, the Argen- 
tinians and the Danes. Mi Baldwin’s figures (femonstrated that the 
Dominions had a very favourable visible balance of trade with Great 
Britain. And what about tlie £.k>0, 000,000 which thev spent every 
3 ^ear on foreign goods? Tin-, argument moved Mr. Flavcnga to 
protest. He could not fjcimit South Africa to be classed with the 
rest of the Dominions She was in a 'peculiar position’, with her 
the United Kingdom had a favourable balance of trade. . ^ The 
narrow unintelligent wrangle about bi-latcral balance sheets might 
have gone on for ever. But the English knew that it was folly They 
were not sufhciently strong-minded to let pass, without a retort, 
Mr Bruce’s complaint of their ‘tardy response ’ to Dominion genero- 
sity. But the point which they w^ere most anxious to make w'as the 
impossibility of separating Great Britain’s trade wuthin the Empire 
from the world-wide mesh of (iommerce u])on which licr economy 
depended 

'The United Kingdom Delegation desire also to emphasize to their 
colleagues’, Mr Baldwin said, ‘the fact that the United Kingdom is so 
highly industrialized that it is vital to the physical existence of her 
people to find adequate markets for her products and that in fact more 
than half her export trade is taken by foreign countries . . Anythmg 
tending to check the foreign exports of the United Kingdom must 
lessen the purchasing power of her people and so damage the markets 
on which the Dominions so largely depend for the consumption of their 
products.’ 

Even m 1932 India and South Africa readily appreciated this argu- 
ment ; the Indian representatives, in particular, were compelled by 
1 Ibid , pp. 122 ff, 12511 
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their own circumstances to speak repeatedly to the same effect But 
some years were to pass before the Australians were ready to admit 
its force, either for the British people or for themselves ^ 

The discussions in the full conference had revealed its cross- 
purposes. Great Britain wanted the Dominions to grant her more 
effective preferences She hoped that they would do tins by reducing 
their tariffs. The Dominions wanted Great Britain to help their 
farmers both by increased and extended preferential duties and by 
quota restrictions upon the produce of foreign farmers. Some of the 
Dominions were ready to consider reductions in their tariffs ; others 
of them were reluctant to do this. All of them were anxious to see 
a rise of prices, but they were not all agreed on the method of 
achieving this. All of them professed a readiness to acquiesce in 
protection for the hard-pressed farmers of Great Britain, but none 
of them believed tliat it would amount to very much m practice. 
Great Britain and all the Dominions desired to increase the Empire’s 
trade , but Great Britain, South Africa, and India realized that this 
increase might be paid for too dearly in a loss of foreign trade. More- 
over, different delegations wanted to increase Empire trade for 
different reasons Some wanted to increase it just because it was 
trade. Others wanted to increase it m order to tighten the bonds 
which made the Empire a political force After all, it had been part 
of the faith of Joseph Chamberlain ami Alfred Deakm and many 
other leaders that imperial preference was the road to imperial 
unity. Mr Baldwin and Mr Jhnee now reaffirmed this faitli. ‘The 
real importance of Ottawa’, Mr Baldwin said, ‘lies in the fact that 
it marks the point where two roads diverge, the one leading to the 
development of jmrely national interests, the other to closer imjierial 
unity. 

It is not surprising that these very diverse elements of jiurpose 
made some unexpected compounds. An example is contained m the 
speech of Mr. Neville Chamberlain, which became the basis of the 
report of the committee on monetary and financial questions.^ 
Mr. Chamberlain agreed with the Canadian and South African dele- 
gates til at the ultimate aim of monetary policy should be the 
restoration of a satisfactory international standard , he agreed with 
the Indians and Australians that ‘to restore stable exchanges without 
a tolerable level of prices would be a mockery’. He agreed that the 

^ Soo bolow, p 256, for their acceptance of the argument in 1938. 

2 Cmd 4175, p 72 

Mbid,pp 166 IT Cmd 4174, pp 11-14. 
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problem of an international standard ought to bo left to the World 
Economic Conference , he agreed that Great Britain ought immedi- 
ately to lead the nations of the Commonwealth in an attack on low 
prices. But he did not agree that monetary action alone could 
achieve everything that some Goinimon statesmen (Mr. Bruce for 
example) expected it to achieve. His theoretical doubts were rein- 
forced by practical considerations of United Kingdom interest. 
Prominent in his mind was a consciousness of the ])light of British 
agri(‘ulture, of the glut of agricultural produce which had made the 
British market everybody’s dumping ground He therefore injected 
into his proposals for raising the yirice level the proposals for quanti- 
tative restriction of United Kingdom imports which tlie Xew 
Zealanders and Australians had juit forward. ]3ut he gave to tliese 
projiosals an unexpected and unwel<‘ome tavi^t. The price level must 
be attacked not only by an exjiansion of money and credit, but by 
a restriction of commodities- -and the 1 )oninnnns must shoulder their 
share of the burden So the (juoia proposals uf tlie Australians and 
New Zealanders came back on them like a boomerang They had 
suggested that Great Britain sliould strengtlien their opportunities 
in her market by restricting the mai ket opportunities of foreigners 
Mr. Chamberlain, gliding back into the subject via the price level, 
and by the hidden channel of English agricultural protectionism, 
yiroposed that restriction should apply impartially to all sources of 
sup])ly And he tried to put upon the Dunnmons themselves the 
tliankless task of regulating the flow of their jiroduce into Great 
Britain It was a proposal which had been hatched before tlie British 
delegation arrived in Canada ^ For the time being, the exjieiiment 
was to be confined to meat In the years which followed, jilans for 
extending its scope caused scandalized jirotest in the Dominions. 
In its actual application it never inflicted upon them any substantial 
harm , yet, more than any other factor, it contributed to a revision 
of the optimistic forecasts which the vision of imperial preference 
had once aroused among the primary producers of the Empire 

The conclusions of the Ottawa conference with regard to trade are 
contained in some short general resolutions or statements, and in 
fifteen separate trade agreements. The United Kingdom Avas a party 
to eight of these. The most important of the general resolutions on 
which the trade agreements were jirofessedly, tliough not nlAvays 
actually based, ran as follows, 

‘That by the lowering or removal of barriers among themselves 

^ Hee the Rt Hon J S Coatees, .^4 Ru/fe’r or a JV/arA.e< (Wellington, 1933), 

p 7 ‘They came to the conference prepaiod in detail for this approach ’ 
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provided for by these Agreements, the flow of trade between the 
various countries of the Empire will be facilitated, and that by the 
consequent increase ol purchasing power of their peoples, the trade of 
the world will also bo stimulated and increased 

By this argument the governments of the Commonwealth claimed 
that imperial preference was doing a good turn, not only to them- 
selves, but to foreigners. They therefore thought it proper to assert 
once again that imperial preference overruled the principle of trade 
imjiartiality contained m most-favoured-nation agreements; and 
they declared their resolution as individual nations to free themselves 
from any trade treaties wliich ajipeared inconsistent with the rule of 
im})erial preference Now, if this argument and this practice were 
proper for the preferentially trading nations of the British Common- 
wealth, were they not equally proper for other preferentially trading 
groups Ought not the nations of the Commonwealth to permit, 
even to welcome, the formation of groups similar to their own group ? 
They would not a(‘cept this reasoning. What was sauce for their own 
goose was not sauce for the other fellow’s gander. They warned the 
Danubian States that they would not be permitted to copy the 
British Empire’s much-advertised recipe for ‘clearing out the 
channels of trade’ They passed a general resolution which denied 
the right of other countries to overrule their most-favoured-nation 
obligations by forming among themselves areas of preferentially 
trading neighbourhood ^ Like the unjust steward of the Gospel 
parable, the British Emjiire insisted on collecting from others the 
debt of which it was itself quit 

To what extent were their own agreements really calculated to 
stimulate the flow of trade among themselves, and thereafter to 
stimulate the flow of world trade ? It is imjiossible here to survey 
them in detail it must suffice to consider broadly the pledges which 
Great Britain made to the several overseas governments and those 
which they severally made to her. On the British side it was a matter 
of principle that ail the Dominions must be treated alike. Some of 
them might reap particular benefits owing to the particular impor- 
tance for their economic well-being of this or that commodity ; but no 
single member of the Commonwealth could hope to obtain — even 
if it deserved to do so — an explicit preferential advantage over 
another member. Great Britain, therefore, repeated the same 

' Cmd 4174, p 10 
^ Ibid , p 11 

* t’or a c'omprehonsivG con tempo ranoous effort in this direction see The Economist, 
Ottawa Supplement, 22nd October 1932 
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general pledges in each of the separate agreements which she 
signed. 

She first of all pledged herself to continue, during the currency of 
the agreements, her ‘greatest boon’ to Dominion producers — the 
boon of free entry into her markets, it had long been iheir custom 
to belittle the boon because it was not also an exc’lusivc privilege 
Since the passing of the Import Duties Act, it liad become an ex- 
clusive privilege. Hut hard on the heels of privilege came insecurity ; 
the duration of the Ottawa agreements was for five years only , at 
the end of that time Great Britain would be free to rescind the boon, 
or ])erha])s to exact a higher [iiice for its contmuance For some 
commodities she granted the Dominions an oven shorter term of 
security ‘As regards Fggs, Foultry, Butter, Cheese and other Milk 
products’, she limited her guarantee of free entrv^ to ‘thiec \ears 
certain’. After that fieriod she reserved to jierselt the right either to 
impose a duty on Dominion ])ioduco while retaining preferential 
margins, or to introduce, aftca* consuhafion, a system of quantitative 
regulation to which Dommion })roducors, no loss than foreign ones, 
would have to conform ^ But for the present the Dominions con- 
tinued to enjoy tla* ‘greatest boon’, and to congratulate themselves 
that foreigners were excluded from it “ 

Great Britain also promised the Dominions to increase the value 
of their exclusive privilege by imposing further ])enalties against 
their foreign competitors According to Economist, this pledge 
afiected £79,000,000 of Great Britain’s import trade It allected 
twenty-five seyiarate commodities, which were enumerated in one 
agreement or another* no Emjiire country was interested m all these 
commodities , India w as interested in only five of them Sometimes 
the extension of preference took the form of increasing a duty which 
already existed , sometimes it took the form of imposing an entirely 
new duty. There were seven instances of the latter ]irocedure . three 
of these — the new duties on wheat in gram, un wrought copper, and 
linseed — were of considerable significance. But their precise signifi- 
cance was not alw'ays clear. It was the Canadians who had asked 
for a duty on foreign wheat , the Australians were sceptical about 
its value. It certainly could not benefit Empire wheat producers by 
creating a differential price in the British market (the British govern- 
ment explicitly safeguarded itself against this contingency) and it 
might intensify the competition which they would have to meet in 

^ Soo Sohf>(julo A to the Canadian, Australian, an<l New Zealand agreements 

^ See tlio The h2conomist, Ottawa Supplement, p 2, lor table calculating the amount 
of trade affected by this undei taking 
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other markets. The Canadian delegation nevertheless believed that 
It would help the praines to drive some of tJieir competitors out of 
the wheat business.^ 

Great Britain also pledged herself not to reduce, except with the 
consent of the overseas governments, the existing 10 per cent ad 
valorem duty on specified lists of foreign goods. The Economist calcu- 
lated that these lists comprised imports to the value of £101,000,000, 
of which the Dominions in 1932 were supplying about one-quarter. 
Great Britain, therefore, gave the Dominions a substantial measure 
of secure possession in their new privileges at the cost of alienating 
part of her fiscal freedom in practice, this self-limitation probably 
had little effect upon her fiolicy. 

The jiniiciple of quantitative regulation of imports appeared in 
Great Britain’s various undertakings with regard to meat. Here 
there was considerable diversity of interest tamongst the Dominions , 
Canada was chiefly concerned with bacon and hams, New Zealand 
with mutton and lamb, Australia with mutton and lamb and beef. 
The United Kingdom granted to Canada free entry of her bacon 
and hams, if their quality were satisfactory, up to a maximum of 
2,500,000 cwt per annum. This figure (some people said afterwards 
that it was due to a clerical slip) permitted a tenfold expansion of the 
Canadian exy)ort to Great Britain, it was far higher than anything 
which Canada was to approach for many years to come The New 
Zealanders, too, were given some encouragement to breed pigs , they 
were promised a reasonable share in the expansion of home and 
Empire sujiplics ‘made possible by the reduction of foreign imports’ 
The y)riiicif)lc of diverting business from foreigners to British subjects 

^ C’anafhan exports thought it both vital for Canada, and possililo foi her, to main- 
tain a wheat e\i)oit ot about 200,000,000 bushoK poi ycai (See II A IMaeChbbon, 
The Future oj Canad'ian Export Trade in Wheat, l^oyal Canarlian fnstituto, vol xix, 
supplement ) They aigiied that their competitors in tho export trade, notably the 
Argentine and tlio United States, had pi opoi tionately more agricultural areas which 
could be switdiod to alternative pioduction Those countiies, therefore, were more 
likely to go out of pioduction undei piossmo A British duty on foreign wheat, at 
tho rate of 6 cent a a bushel, would make no diffoionco to tho price which the Canadian 
farmer received, but its backward incidence would fall with some weight on the 
faimeif, of Argentina and the U S Tho Canadians would secuio a larger share of the 
British maikot, in continental markets the high protective duties wore in effect 
preferential ones in Canada’s favour, because of tho dosiiod high quality of her hard 
nulling wheat This olaboiato o< ononiic aiguniont failed to convince large numbers of 
well-mfojined people, both outsido Canada and inside it fSut in 1932 there was also 
a political leason for tho rana<han attitude Mr Bennett wanted to be able to say 
to the Western provinces that lio liad done something for them And there were 
habits of thought for mod in Lbo Baunoi and Chamborlairi poiiod As late as 1938 
resolutions in favour of the wheat proforonee passed by the wheat pools of the prairie 
provinces testified to the persistence of these habits of thought. 
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became interlocked with the emergency measures for raising prices by 
stinting the market. This interlocking is best illustrated by a declara- 
tion appended to the United Kingdom-Austrahan agreement. ‘The 
policy of His Majesty’s Government in the United Kingdom’, the 
declaration said, . .is, first to secure the development of home 
production, and, secondly, to give to the Dominions an expanding 
share of inifiorts into the United Kingdom.’ In order to achieve this, 
the British government undertook to cut j)rogrcssiv('Iy the quantities 
of foreign frozen meat allowed to enter the United Kingdom By 
June 1934 the amount of foreign frozen million and lamb and beef 
would be reduced to 65 per cent of tlie quantitv which had Ciitered 
during the twelve months ended 3011' June 1932. The quantity of 
chilled foreign beef (the southern Doiuinif)ns were still only in the 
experimental stage of chilling for exfiorl) wniild be stabilized at the 
1931-2 figure The llnited Kingdom undertook at tlie same time to 
impose no restriction on the importation of meat from Australia 
before July 1934 Australia, hovevei, made some promises of regu- 
lating supjily* she would in the yeai 1933 limit the e> [‘ort of frozen 
mutton and lamb to the amount ex[)orted during the twelve months 
ended June ’932, and she would ‘use lier best endeavours’ to prevent 
the export of frozen beef from exceeding by moie than 10 per cent, 
its volume during the same peiiod. The New Zealanders also undei- 
took, in return for the same favours, to ajiply the same policy of 
regulation Both the Austrahans and the New Zealanders had cause 
to be pleased with these agreements about meat. But their pleasure 
was tempered with misgiving. The agreements were for a jieriod of 
less than two years. If the governments could not agree during 1933 
on a more permanent policy, the United Kingdom would recover 
a good deal of its freedom. Certainly, it was pledged to keep in 
force the restrictions on foreign supply at the figure for June 1934. 
But it would also be free to imj)ose a check on the expansion of 
Dominion supply The formula, ‘home producer first, Empire pro- 
ducer second, foreign producer third’, did not contain quite the 
perfect magic which the Dominion statesmen had once imagined. 
Everything depended on the precise distance between the first, 
second, and third places. What the Dominions wanted was a narrow 
margin of favour between first and second places and a w'ide and 
indefinitely expansible margin between second and third places. 
They had no guarantee that British policy would develop just as 
they wished. 

The United Kingdom, in its eight agreements, made other under- 
takings. There were pledges with regard to tobacco which concerned 

Q 
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India, Canada, South Africa, and Southern Rhodesia; there were 
pledges With regard to coffee in favour of India and Southern 
Rhodesia, there was a ])mniise, vaguely defined, to settle according 
to Canadian ^vushcs the old controversy about the entry of live 
Canadian cattle. The United Kingdom also promised Canada to deal 
sternly with any ‘frustrating’ country; this was a prelude to the 
denunciation of its trade agreement with Soviet Russia. And it 
[iromised all the Dominions that the non-self-govcrnmg Colonies and 
Protectorates would (with some exceptions in southern Africa) extend 
to them the same preferences which they extended to other parts of 
the Empuc Rut the question of colonial economic jiolicy must be 
deferred to a later chajiter. 

What did the Dominions promise in return ? How willing did they 
prove themselves to lower the barriers which impeded Empne trade 
and world trade? And how willing did Great Britain ])rove herself 
to reject those special favours which she could only gam at the cost 
of saci dicing the ideals of freer trade which she had ])rofessed ! The 
tariffs of the four most important Dominions had been moving up- 
wards during the ten years ])receding the Ottawa Conference , the 
tariffs of Canada and Australia had moved to high protecdionist 
levels. Since 1930 crisis legislation had jaled these barriers still 
higher. Great Britain professed the ideal of a general low^ering of 
barriers , but in actual negotiation she proved herself ready to sacrifice 
this ideal, d only she could get some passages knocked through the 
barriers for the exclusive benefit of her own manufacturers 8 he w^as 
even willing that the barriers should be built still higher, whenever 
this was the only means of securing for her own goods the jiassages 
which she wanted. This intention is a^iparent in the jiarticuiar 
promises which she extracted from one Dominion after another; 
the detailed jiroof of it is in the schedules. The South African 
government promised to grant to certain classes of British goods 
fixed margins of preference over the same classes of foreign goods ; as 
some of the goods specified were duty-free and as the duties on others 
were less than the })rescribed pieferential margins, this promise was 
an undertaking to raise the tariff. The South African government 
also promised to make definite additions to the duties on other classes 
of foreign goods, specified in another schedule. The Canadian govern- 
ment attached to its agreement with the United Kingdom a schedule 
of new duties which it proposed to submit to parliament. This 
schedule enlarged the range of preferences which British producers 
would immediately enjoy, the preferences were created both by 
reducing duties on British goods and by increasing duties on foreign 
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goods A The New Zealand government promised some resolute reduc- 
tions of duty on certain classes of British goods and committed itself 
to no specific increases of duty on foreign goods , >\owevcr, it pledged 
itself not to reduce tfie margins of preference below the prcv^ailing 
rate of 20 per cent., thereby committing itself not to reduce its 
general tariff over a wide range of commodities. The Australian 
government pledged itself to minimum margins of preference which 
varied in extent according to the rate of duty upon British goods. 
This pledge, as the tariff scliedule of 14th October demonstrated, 
meant in practice an immediate raising of barriers against the 
foreigner. In short, the specific; yiledgcs of the dominions to Great 
Britain, like the specific pledges of Gn^at Britain to the Dominions, 
increased those obstacles to world trade whicJi Mr. Baldwin had so 
eloquently deplored. 

Nevertheless, the British government hoped that the Ottawa agree- 
ments would, in the long run, bring about a lowering of Dominion 
barriers. It grounded its faith on certain general articles which 
appeared m its agreements with Canada, Australia, and New Zealand. 
The first of these articles recorded an undertaking by each of these 
governments that 'protection by tariffs shall be afforded against 
United Kingdom products only to those industries which arc reason- 
ably assured of sound opportunities for success If this pledge were 
kept, it might well help to bring to a close the period of soaring 
Dominion tariffs, which in the past decade had protected many 
sickly and expensive industries. But how would the Dominions inter- 
pret the pledge ? What was the criterion of healthy growth ? The 
second general article showed how hard it would be to discover a 
criterion which possessed any objective validity. The article pledged 
each of the three Dominion governments to base its tariff on the 
principle that 

'protective duties shall not exceed such a level as will give United 
Kingdom producers full opportunities of reasonable competition on the 
basis of the relative cost of economical and efficient production, pro- 
vided that in the application of such principle special consideration 
shall bo given to the case of industries not fully established*. 

The principle contained a contradiction. American experience 
had already proved that competition and the equalization of costs 
were contradictories. ^ Apart from the almost insuperable difficulty 

^ The Economist^ Ottawa Supplement, eniimorated 132 instances of reduced British 
duty and 83 instaneos of increased duty aj^ainst foreigners 

^ See Tauvssig, Principles of Economics (Macmillan, 3id edition, 1929), pp. 516-17, 
Tf the principle of equalizmg cost were consistently earned out, wo slioiild exert 
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of discovering wliat the differential costs actually were, the Ameri- 
cans, guided m their tariff revisions by a clause similar to that 
embodied in the Ottawa agreements, had almost invariably revised 
their tariff ujiwards Would the experience of the Uominions prove 
to be a different one That would depend upon circumstances. The 
New Zealand government had already given jiroof of its willingness 
to reduce, not only some of the emergency barriers which it had 
recently built, but also some of the earlier ordinary barriers. In 
Australia, the sober educative work of the Tariff Board had created 
m wide circles of the business community a more critical attitude 
towards tariff increases ; a growing section of the people was demand- 
ing a policy of tariff reduction, and this section was re])rescnted in 
the government which held power. The Ottawa agreement pledged 
Australia to entrust to the Tariff Board a comprehensive review of 
existing protective duties, and pledged the Australian government, 
so soon as it had received the report and recommendation of the 
Taiiff Board, to put before parliament proposals of tariff revision 
based upon the principles which the government had affirmed in its 
agreement with the United Kingdom Moreover, the Australian 
government pledged itself not to increase duties on British goods to 
an amount in excess of the recommendation of the Tariff Board. It 
also undertook to give to British producers the right of audience 
before the Tariff Board. Obviously, the government of the United 
Kingdom was pinning upon the Tariff' Bi>ard its hopes for a future 
reduction of Australian trade barriers It hoped also that Canada 
might follov the same encouraging patli. CVinada liad as yet no 
Tariff Board, though an Act for the establishment of such a body 
was already on the statute book. The Canadian government now 
undertook to establish its Tariff Board forthwith , it pledged itself 
thereafter to make exactly the same use of the Board and to grant 
to British producers exactly the same rights of audience as those 
which were provided for in the agreement between the United 
Kingdom and Australia. Would the tariff boanls of tlie two countries 
do their work in a similar spirit and with similar rules of procedure 
and canons of judgement? What sense would they make of the 


oiiTHolves most Rtronuously to promoto by high duties the ijomostic profhietioii of an 
aitirlo according as we gain most by its importation and lose most by its domestic 
production’ Cf The Economist, Ottawa Supplement^ ^ 17, discussing the compensa- 
tory tariff ‘While it appears to be a limiting pniinplo, it is not limiting either m 
theory or practice, for if earned out strictly it would put an end to all foreign trade 
Clearly, if a duty is put on equal to this difference, theio will bo no benefit from foreign 
trade, which is only advantageous because you can buy abroad cheaper than you can 
at home, and vice versa, as regards exports.’ 
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obscure Ottawa foruiuJa which was their guide ? Would both of 
them, or only one of them, or neither of them set in motion the 
difficult jirocesses of tariff reduction ‘i 71ie Ottawa agreements con- 
tained the answer to none of these questions. The British r^overn- 
ment did not know the answer. Its bewildered leaders had not 
foreseen what they would do at Ottawa ; they had gone thither in 
a spirit of high moral purpose and acquisitiveness, wishing the whole 
world well, and intending to do well for their own country. They 
had succeeded in securing additional favours from the Dominions, 
and they had granted additional favours to the Dominions In order 
to do this, they had themselves built, and hed encouraged the 
Dominions to build, additional barriers against the trade of other 
nations. This, though contiary to tlieir oratorical professions, was 
in no way contrary to their tlieory of sheltered imperial markets ; 
yet it was not precisely what thc\^ had hoped for. They had wanted 
to lower Dominion tariffs, if not their own Perhajis in the near 
future the tariff boards would play the part of Dens ex 7nachina. 
Perhaps they would set in motion that harmonious magic of altruism 
and self-interest which m the burned strident bargaining of July 
1932 had eluded the hard-pressed statesmen. 

It would be unjust and profoundly misleading not to keep con- 
stantly in mind the crisis atmosphere m which the Ottawa Conference 
met In examining the manner m w^hich the nations of the British 
Commonwealth concerted their answers to the onset of adversity, it 
is necessary and just to remember the brutal egoism of the Hawley- 
Smoot tariff and the damage done by the tariffs, quotas, and ex- 
change controls of the French, Italians, Germans, and most of the 
other nations. The Ottawa Conference was the response of Great 
Britain and the Dominions to unjireccdented economic calamity. 
But it was something more. It was the triumph of a theory of Empire 
which had been for half a century tlie great cause for which many 
ardent si)irits fought. It was the triumph of Joseph Chamberlain 
and Alfred Deakin. In the House of Commons at Ottawa Mr. Bennett 
remembered those who had sown what he had reaped ; in proclaiming 
‘the beginning of a new and greater Empire’, he did not forget the 
‘half century of endeavour’ which had made this beginning possible.^ 
But neither did Mr. Bennett’s opponents forget. After all, it was not 
everybody who held the Birmingham School’s theory of Empire; 
nor did every believer in the Commonwealth of Nations envisage its 
future exactly as Joseph Chamberlain had envisaged it. In England 
the Manchester School, though worsted by the Birmingham School, 

^ J.P E , vol, xiii, p. 941. 
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criticized and doubted, as of old, the labour party attacked the 
agreements , some liberal members seceded from the National Govern- 
ment. In Australia the results of Ottawa were acclaimed by the 
Prime Minister as ' a much-needed lead to the world ’ ; they were 
denounced by a high-iirotectionist labour party as ‘the greatest ramyi 
ever attempted on behalf of manufacturers in the United Kingdom 
and they were dismissed by the low-jirotectionist country party as 
‘nothing much to boast about ’A It was tlie same everywhere in the 
British Commonwealth , judgement on the achievements of Ottawa 
followed party lines. There was a far greater unity of foreign ojunion 
Reluctantly or joyfully, according to their several situations, theories, 
or sentiments, the commentators recognized in the Ottawa agree- 
ments an important landmark on the road which was leading the 
world away from the Great Commercial Republic of the nineteenth 
century towards a future of separate and o])j)osed economic constel- 
lations. Only the future would show whether these commentators 
were judging too hastily, for the present, the fears of those who 
believed in international collaboration corroborated the defiances and 
hopes of those who trusted to national self-defence and aggrandize- 
ment. A Danish writer feared that the results of Ottawa would 
compel Denmark to revise her policy , she must prepare for the time 
when a‘ highly industrialized Germany is again forced to buy good 
and cheap food’.^ A German nationalist implored his country to 
take full advantage of the difficulties whmh Ottawa was bound to 
create for the Scandinavian peoples.^ Angr}^ voices in South America 
demanded a combined economic front of the South American Repub- 
lics and the United States against the Ottawa combination.'^ Tlie 
idea was a shadowy one, but the anger was real. Meanwhile, the prime 
ministers of the British Commonwealth continued to praise them- 
selves for giving the world a lead 


IV 

Impekial Self-Insueficienoy, 1032-8 

What were the economic effects of the Ottawa Conference ? Simple- 
minded persons sometimes imagine that a sufficient answer to this 


^ J P.E , vol XIV, pp .538, 543, 515 

^ Daqens Nifhcden, quoted Fmantial iVerysf, 22nd August 1932. 
® Borsen Zeitunq, 25th Soptombor 1932 
^ The Times, 9th August 1932 
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question is contained in tables showing the changing percentages of 
intra>Empire and Empire -foreign trade — in such a table, for example, 
as the following one : 


British Im ports 



Fercentuge Jrom 
whole Empire 

Percentage from Domimon'i 
{exchidtmj I.E S ), Indwij 
and Southern Phodesia 

1929 

29 4 

19 7 

1931 

28 7 

19 4 

1 932 

35 3 

24 9 

1 93 () 

39 1 

29 2 


British Exports 



Percentage to Dominions 


Percentage to 

(excluding J P S ), India, 


whole Empire 

and Southern Rhodeism 

1929 1 

44 5 

30 9 

1931 

43 8 

26 1 

1932 

45 4 

27 2 

1936 

49 2 

33 3 


But did the Ottawa agreements cause tins increase in the propor- 
tion of intra- Empire trade ? The most pronoini(‘cd increase occurred 
before the Ottawa conference met After the conference, there occurred 
changes in the direction of trade which the conference most obviously 
did not cause For example, Japanese-.^ustralian trade increased at 
a more rapid rate than British-Australian trade British trade Avith 
the Scandinavian and Baltic countries increased at a more rapid rate 
than British trade with hlmpire countries. As for the increase in the 
percentage of British trade with Empire countries, other factors 
besides the Ottawa agreements played a part in causing it. New 
policies of currency and credit were operating simultaneously with 
the new policies of tariff preference , the sterling area overlapped the 
preferential circle. The tariff policy and the trade-treaty policy of 
the United Kingdom Jiad tlicir own separate effects ; these were not 
the results of Ottawa. The domestic policies which hastened economic 
recovery in the separate Dominions had important effects both on 
the volume of trade and on its direction Australia’s importation of 
motor-cars may be cited as a simple example * the proportion of light 
economical cars which she imported rose during the depression ; the 
proportion of heavy American cars which she imported — preference 
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or no prcfcrenco — ro&o as she climbed out of the depression ^ As for 
Australia’s exports to Great Britain during this period, there was a 
higher proportionate increase on non-prefcrence items than on pre- 
ference items These are but a few factors which would liave to be 
taken into account in assessing the results of Ottawa. It is not 
necessary to conclude that Ottawa had no appreciable results. Some 
results are obvious It would be easy to show that the agreements 
diverted a good deal of the Empire’s market for cotton goods from 
foreigners to Englishmen, and that Dominion producers of meat and 
butter gained ground in the British market at the exj)ense of foreigners 
But how was the total production of industry in Great Britain and 
the Dominions affected by the special favours allotted to particular 
industries ? Were there any disadvantages to set against the advan- 
tages ? Did the reciprocal interlocking of the separate protective 
systems of the Commonwealth pass increasing costs from one member 
to another and thereby impose a burden on unsheltered production ? 
Did the diversion of trade from foreign producers impair the goodwill 
of foreign customers ? Did it provoke counter-measures of political- 
economic defence ? Did it play a ])art in provoking Germany’s drive 
into south-eastern Europe ? Did it weaken the resistance to that 
drive P Did it encourage military aggression ? The list of cpicstions 
about the indirect effects of Ottawa could be multiplied. To dis- 
entangle the network of direct effects would demand a most laborious 
and intricate examination of the statistics, item by item Even then, 
the analysis would be inconclusive. It is certainly not a task which 
lies within th(' scope of this volume.^ 

What this volume must try to make clear is the effects which 
experience of the Ottawa agreements, whether or not this experience 
was rightly understood, had upon the development of economic 
pohey This development must be measuied against the background 
of purpose. Enough has already been said in the previous section 
about the professed purpose of ‘giving a lead’ to international trade. 
Such an altruistic purjiose was very seldom jirofcssed in those earlier 

^ Au^trahan itnpor(‘y of motor vehtclea and parts Proportion supplied by the United 
Kingdom 

1929- 30 . 27 per cent 1933-4 . 60 per cent 

1930- 1 . 44 „ 1934-5 . 37 

1931- 2 fil „ 1935-6 . 35 

1932- 3 53 

“ See A. G. B. Pislier, ‘The German Tiade Diivo m South-eastern Europe’, Inter- 
national Affairs^ March April 1939. 

^ The subject was opened by the Economist^ Special Supplement y 3rd November 
1934, in A Preliminary Reconnaissance by Sir George Schutjter, See also the Econo- 
misty Ist May 1937, Ottawa section. 
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days when the preferential policy was first formulated. Joseph 
Chamberlain was usually content to profess the ideal of impciial 
consolidation; it hardly occurred to him that this ideal needed an 
apology. 

The ideal had both its political and economic aspects. Mr. Neville 
Chamberlain restated the jiolitical side of it m an address to the 
conference of eonseiwativc asvsociations on 2nd October 1936. In this 
address he referred to the growth of separate Dominion sovereignty 
since the War, and described the Ottawa agreements as ‘an attempt 
to bring the Empire together again and to supplement and support 
the common sentiment by bringing mo^e material interests into line 
with it ’ Did the attempt ' to bring the Em]hre together again ' prove 
successful? Did the Ottawa agreements aet as a check upon the 
growth of Dominion status, or as a mitigation of those separating 
tendencies which w'cre possibly (though not necessarily) inherent in 
it ? Some evidence on this [loint is available in the decisions which 
the governments of the Comm on wealth took shortly alter Ottawa in 
the matter of their organized economic co-opcration, I'he methods 
and institutions by which this co-operation might be furthered were 
a regular subject of discussion at imperial conferences. Committees 
were ap])ointed by successive conferences to report on problems of 
transiiort, the diffusion of news, the standardization of industrial 
products, the co-ordination of statistics, the interchange of patents, 
and many similar matters. The committees reported also on the work 
of the Empire Marketing Board, the Imperial Economic Committee, 
the Imperial Institute, and the numerous institutes or bureaux which 
existed for the purpose of promoting scientific research upon the 
Emjnre’s problems of production. The Ottawa Conference resolved 
to overhaul this rather untidy machinery of imperial economic co- 
operation in order to improve its effectiveness. With this idea in its 
head, it recommended the governments of Great Britain and the 
Dominions to appoint tw^o representatives each to a special com- 
mittee which would ‘consider the means of facilitating economic 
consultation and co-operation among the several governments of the 
Commonwealth ’.1 But the committee, when it met in 1933, had a 
different idea in its head. Faithful to its terms of reference, it 
reviewed the existing agencies of economic co-operation , but it 
reviewed them primarily in the light of the theory of Dominion 
status. Those agencies which conformed to the principle of voluntary 
co-operation between equal governments might be left undisturbed ; 

^ Cmd. 4174 of 1932, p 14. Note the caveat of South Africa and the Irish Free 
State against an imperial economic secretariat. 
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those other agencies which, like the Empire Marketing Board, did 
not conform to tins principle, must either be modified, or scrapped, 
or earned on by the sole choice and at the sole expense of a separate 
member of the Commonwealth. In short, the Ottawa plan of the 
British Commonwealth must not be allowed to modify the Statute 
of Westminster plan. The channels cut by the swelling flood of 
national autonomy were the really important ones , the current of 
economic integration, whatever its strength might be, would not be 
allowed to cut across these constitutional channels or alter their 
configuration.^ 

Precisely what was the current of economic integration We have 
already more than once explored its very diverse sources ^ For half 
a century or more, British conservatives had cherished a nostalgic 
yearning for an Empire which had ceased to exist , they could not 
rid themselves of the feehng that its self-governing units, in their 
economic policy, had strayed from the proper imperial path. Disraeli 
expressed regret because the grant of colonial autonomy had not 
been accompanied by ‘a great act of imperial consolidation’, he really 
meant that colonial tariffs were improyier. The same feeling explains 
Joseph Chamberlain’s early vision of an imperial Zoflverein , it was 
proper that a single tariff wall should surround the British Emjiirc, 
improper that seyiarate tariff walls should exist within it J^ut the 
self-governing colonies and dominions could not see tliat they were 
acting ummperially, and they would not take their tariff walls down 
Like the British conservatives, they believed the truly imyierial thing 
was the thing they hay^yiened to want , by their yiohc y of ])refercntial 
tariffs they gave Great Britain some protection against foreign com- 
petition and gave themselves generous yirotection against British 
competition. They sincerely believed that they were doing Great 
Britain a favour. And they exyicctcd, if they did not demand, that 
Great Britain should return the favour — with this difference , that 
whereas they exyiected her to change her fiscal yiolicy so that slie 
might yirotect them against foreign corny letition, they did not for a 
moment believe that she would ever seriously protect herself against 
them. When, for debating purposes, they invited Great Britain to 

^ Hopoit of tlie Cominitteo on methods of Economic Co-oporation (the Skelton 
Committee), Cmd 4335 of 1933 The whole subject is treated suflioiently m (lerald 
Palmer, Consultation and Co-operation in the British Commonwealth (Oxford Univer- 
sity Press, 1934) Cf. columns of The Tim^es^ J uly - September 1933, especially ai tides 
of 8th June (‘An opportunity missed’), 4th July and 5th July {‘A duty to the 
Colonies’) A letter from Sir Halford Mackinder on Hth August contains interesting 
information on the origins of the E M.B. 

* See above, vol i, pp 39-41, vol ii, ch i, secs 4 and 5 
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imitate their policy of ‘ home producer first, Empire producer second, 
and foreign jiroducer third’, they took it for granted that their 
seemingly modest claim for second place would give them all they 
wanted — a merely nominal subordination to English agriculture and 
a really effective jirotcction against their own foreign rivals. It never 
occurred to them that they might be in any degree at cross- purposes 
with their conservative allies in Great Britain. Yet the Ottawa 
Conference proved that it was so. Great Britain was quite willing 
to accept in Dominion markets increased protection against the 
foreigner, but she also wanted to see in them diminished protection 
against herself IShe was willing to give to the Dominions m her own 
markets a substantial though not unlimited measure of protection 
against tlie foreigner , In it she also made clear her alarming readiness 
to protect her own agriculture against theirs. In short, the design 
of imperial economic integiation, which, in propaganda, had ap- 
peared so harmoiuous and sim])le, was now seen to be made up of 
pieces ^\hlch it was not easy to fit together. Nostalgic yearning for a 
ZoUverew had all unconsciously inspired the British to design an 
edifice of imperial shelter vvitlnn which there would be a lowering — a 
complete razing was, alas, inqiossible — of Dominion barriers against 
industrial products. The Dominion designers had sketched an edifice 
of imperial shelter within which trade in agricultural products would 
remain to all intents and purposes free. But both in Great Britain 
and the Dominions there were masterful interests whose plan of 
shelter was not really imperial at all , merely national. The Ottaw a 
Conference, therefore, to say nothing more of its international signi- 
ficance, was not altogether an attempt at imperial integration , it was 
also a struggle of clashing national interests within the Commonwealth 
and of clashing sectional interests within the nations of the Com- 
monwealth The statesmen succeeded in making agreements , yet 
these agreements w^ere not extensive or precise enough to remove 
their doubts about the future The doubts of British statesmen might 
well have found voice as they pondered the general clauses w^hich the 
Dominions had accepted can we really trust them to use these 
clauses to lower tariffs in our favour ? The doubts of Dominion states- 
men might well have found voice as they reflected on the policy of 
agricultural quotas which the British delegation had revealed can 
we really trust them not to extend their cpiotas to our detriment ? 

It will be observed that neither in the propagandist design of 
imperial economic integration, nor in the actualities of economic 
policy, did the relations of the Dominions to each other take on very 
great importance. All of the Dominions were chiefly occupied with 
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their relations to Great Britain. It is true that at Ottawa some of 
them negotiated with each other as well as with Great Britain. The 
Canadian government was particularly active ; it had already, during 
the previous twelve months, signed trade agreements with Australia 
and New Zealand , at Ottawa it signed agreements with South Africa, 
the Irish Free State, and Southern Bhodesia.^ The constitutional 
association of the Dominions within the British Commonwealth 
certainly made them readier to negotiate with each other than they 
would otherwise have been ; the goodwill which they bore to each 
other as members of the same society made it easier for tlieni to 
adjust their conflicting interests. The point is that their interests did 
not touch very closely, and where they did, they were just as likely 
to make conflict as to make harmony. Canada, as the Dominion most 
developed industrially, was in a rather happier position than the 
rest ; Soutli Africa or Austraha would be willing to grant her a pre- 
ference on motor-cars in return for a preference on dried fruits or 
wines , the cost to them would be no greater than that of the pre- 
ferences exchanged with Great Britain. In lesser degree the same 
reciprocal relationship existed between Austraha and New Zealand ; 
but the history of trade negotiations betw cen these tw'o countries was 
an uneasy one. The New Zealanders were anxious to protect against 
the Australians both their own infant industries and also the pre- 
ferential market which they had allotted to Great Britain ^ Most of 
the Dominions wwe unw^illing to make an impartial distribution of 
preference at the same rate for all members of the Commonwealth.^ 
But it was agricultural rather than industrial rivalry which was most 
likely to disturb their harmony. Consider for a moment the position 
of Now Zealand butter. The demand of the Canadian butter-farmers 
for protec'tion against their New Zealand fellows had played an 
important part in bringing to power Mr. Bennett’s high-protectionist 
government. Australia had long since raised her tariff against New 
Zealand butter, it was behind this shelter that she developed her 
home market and her export dumping scheme. But New Zealand 
could not in principle protest against the agricultural protectionism 
of her sister Dominions, she protected South Island wheat by a 
sliding scale of duties reminiscent of the early nineteenth -century 
corn laws ; she protected honey and apples and onions ; her high 

^ Canada Treaty Series, 1931, no 5 (with Australia, Juno 1931), 1933, no 8 (with 
Now Zealand, April 1932), 1933, nos. 2, 3, and 4 (the treaties signed during the 
Ottawa Conference). 

® New Zealand motives can be studied m the debate on the Trade Agreement 
(New Zealand and Austraha) Ratification Act of 1933. See J.P.jB , vol xv, pp 161 ff 

^ Ibid , vol XIV, p. 100, for explicit rejection of this principle by Australia. 
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revenue tariff even protected the bad wine of Auckland province. 
And she went so far as to ask for protection in the British market, 
not only against foreigners, but against other Dominions. The fact 
that this request was, from a certain angle, a very reasonable one, 
illustrates more clearly than meie unreason could have done the 
conflict of interests which was liable to break out. New Zealand 
could with some justification re])rescnt herself as Great Britain’s 
model trading partner Naming no names, there were other Dominions 
which did not take much pains to keep their shipments of meat to 
the quantities agreed ujion witli Great Britain, New Zealand took 
scriqmlous pains. Theie were other Dominions which dumped their 
]:)roduce in the English market at prices lower than the home price ; 
New Zealand had no dumping schemes. And as for the treatment 
accorded to Great Britain’s manufactured exjioits, 'New Zealand’s 
tariff* on British goods was approximately one-fourth as lieavy as 
were the comparable tariffs of the other Dominions' ^ Wliy should 
not (ireat Britain give to model New Zealand a competitive advantage 
over other not-so-model Dominions? Why should tiicic not be ‘an 
equitable scheme of differential treatment of Empire countries ’ 

An inquiry into the trading relations of the Dominions with each 
other and into their protectionist jealousies would make an interest- 
ing cluifiter, but it would be too long for this book and not sufficiently 
important. Despite what has been said above, the Dominions on the 
whole conducted their economic policies with a good-tempered and 
reasonable regard for each otlier’s interests. TJieir relations one to 
another were not really a major interest to tliem ; their real interest 
was in their several relations with Great Britain. Great Britain, 
after all, was the historic source of their outpouring , Great Britain 
was the economic metropolis whose power and need liad given to 
them in tlie jiast their individual opportunities of specialization—to 
the New Zealand jiastures their butter and meat, to the Australian 
plains their wool, to the Canadian prairies their wheat. Although 
they had long since outgrown this simjile economic plan, although the 
developing complexity and articulation of their economies was multi- 
plying both the conflicts and the harmonies which joined them to the 
great society of trade, although some of tliem were gravitating towards 
other centres of economic power, it was still primarily Great Britain 

^ Cable of the New Zealand government to the United Kingdom gov^ornment 
23rd February 193.5 Quoted m W B. Sutch, Recent Economic Changes 'in New 
Zealand (Wellington, 1936), p, 76 

“ Report of the Dairy Industry Commisston, New Zealand, 1934, para.s 69-72 For 
evidence of a New Zealand feeling that Austialia, considering her record, was rather 
too well treated by Great Britain, see Sutch, op cit , pp. 65, 74-5, 80, 98, 129, 154-5. 
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which they liad in mind when they spoke of their imperial economic 
relationships. 

So the mam controversies wliich followed the Ottawa Conference, 
whetlier they took the form of broils between domestic interests, or 
arguments shouted across the seas, or a medley of both, had reference 
to tJie sei)arate lines of traffic which ran from Great Britain to each 
of the Dominions, and back again. The confusing scrimmage of 
domestic and external sectionalisms, the touchy eagerness of offended 
interests to cry out their grievances or apprehensions, may be illus- 
trated by some crises of the year 1934. In that year tlie Australian 
government imposed new duties on Lancashire’s drills and denims 
and dungarees and jeans. The duties affected a very small proportion 
of Lancashire’s exports to Australia; but Lancashire leapt to the 
conclusion that other and more important classes would be punished 
later. The duties were imposed according to the procedure agreed 
upon at Ottawa , the Australian Tariff Board had recommended 
them to the government ; but Lancashire accused the Tariff* Board of 
ignoring Australia’s pledge to give British producers the opportunity 
of ‘reasonable competition’. A deputation representing all sections 
of the cotton trade presented a memorandum of stiff protest to the 
Australian High Commissioner and requested him to dispatch it 
immediately to his government When it transpired that the High 
Commissioner had dispatched it by post instead of by cable, Lan- 
cashire’s indignant cries rent the heavens. Columns of angry letters 
appeared in the newspapers: bill-stickers went round the streets with 
posters — ‘To cotton worker s^ Do your bit^ Don’t buy Australian 
produce until the cotton tariff is taken off ^ ’ In resjionse to ‘a spon- 
taneous popular demand’ (so the newspapers described it) two 
hundred grocers in Bolton declared a boycott of Australian goods 
The President of the Lancashire Grocers’ As.sociation threatened to 
make the boycott an official and universal one. One naive and plain- 
tive orator accused the Australians of not ‘playing cricket’. He might 
rather have accused them (for these were the days when the body- 
line controversy was rending the Empire) of playing it^^ 

This little storm blew over. Lancashire was willing to accept a 
compromise from a government which was embarrassed by election 
struggles ; in the course of time Lancashire grew willing to admit that 
this government was living up to its Ottawa undertakings in quite 
a handsome manner. But there occurred in the years 1934 and 1935 
a far more serious disturbance of the Ottawa waters. This time it was 

^ Soo files of the Manchester Otcardian, 25th August 1934 to 12th Soptombor 1934. 



Sect. IV COMMONWEALTH, 1923-39 239 

the southern Dominions who liad cause to voice their protest and 
appreliension. They believed that their future as agricultural 
exporters to Great Britain was in jeopardy The story of their fears 
and struggles is worth telling at some length 

The commodities in dispute were meat and dairy produce. Their 
liistorics are analagous, but distinct At Ottawa, the British govern- 
ment liafl revealed its jiolicy of restoring meat prices by measures 
of restriction ; but it had con.sented, in accordance with the jirinciple 
of preference, to impose ujion foreigners the burden of these measures. 
Foreigners (that is to say, Argentinians) would be permitted to 
maintain at the 1931 2 figure their cxfiorts of chilled beef to Creat 
Britain, but they would be compelled to reduce their exports of 
frozen beef and mutton and lamb by six quarterly cuts to a volume 
35 ])er cent, lower tlian tliat of 1931-2 Australians and New' 
Zealanders, on the other hand, need fear no restrictive measures 
until July 1934, they would merely be expected in the coming year 
to hold their cxpoits at the 1932 level- -and 1932 was for them a 
peak year They were emouraged with the expectation of an 
orderly expansion m fallowing years 

Untortunately, tlie initiation of the ])ohcy thus agreed upon had 
no immediate efltcct upon prices The Biitish government therefore 
determined to demand still further concessions from foreign supiJiers 
But there w^as a limit to what it could demand. These foreign 
supj)licrs w'crc also foreign purchaseis of British goods, and they w'cre 
foreign debtors to British bond-holders As debtors they might be 
less reliable than Australians or New Zealanders, and as purchasers 
they might mean less to British export industry , but in both capaci- 
ties tlicy meant a good deal Tlie Britisli government therefore felt 
it necessary to negotiate w’lth them. In May 1933 it announced the 
conclusion of a trade treaty with the Argentine llepubKc. In this 
treaty the Argcntimans submitted to restrictions over and above 
those which the Ottawa Conference had inflicted upon them ; they 
accepted a 10 per cent, reduction of their exjiorts of chilled beef, 
and an additional 20 per cent, reduction of their exjiorts of mutton 
and lamb. But they received at the same time assurances against 
future penalization. Great Britain promised to impose no duty on 
Argentinian meat before November 1936 She also promised not 
to give to the Dominions (save that they might persevere in their 
experimental shipments of chilled meat) w’hat she w^as now taking 
from the Argentinians. And she promised, if the continuation of low' 
prices should convince her that still further restriction of supply 
was desirable, to make the Dominions shoulder their sliare of the 
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new burden. In this treaty, and in two other treaties which were 
signed m the same year with Sweden and butter- producing Denmark, 
Great Britain gave a little more precision to the formula, ‘foreign 
producers third The Dominions had always hoped that this formula 
would mean, at least in an emergency, ‘foreign prodiu'ers nowhere’. 
They had hoped that Great Britain would push foreigners out of 
her markets to give them just as much room as they could take by 
pushing in. When the treaties of 1933 compelled them to realize that 
their expectations had been pitched too high, they burst into sorrow- 
ful yirotcst They called these three treaties ‘the three black pacts’. 

In the following year they were brought face to face with the still 
more alarming prospect ot having to make substantial saciificcs in 
accordance with the principle of ‘home producers first’. It was bad 
enough that foreigners should still be left somewhere in the running ; 
might it not be far worse if Englishmen and Welshmen and Scots 
should be put far in the front of it ? Until Jst July 1934 Dominion 
producers had freedom, not from agreed regulation, but from 
restriction: from that date onwards they were liable to quantitative 
restriction also. The British government did not immediately give 
any signs of a desire to impose it It temporized with a policy of 
hand-to-moutii short-term agreements for regulation whicli per- 
mitted Dominion meat-exporters actually to improve on their 
position of the Ottawa year. But the Dominions were well aware that 
Mr. Walter Elliott, at the Department of Agriculture, was brooding 
over policies which boded them no good. In July 1934 these policies 
revealed themselves in a government White Paper dealing Avith the 
situation of the hve-stock industry ^ In February 1935 they bcc^ame 
the text of a long cabled dispatch to the governments of Argentina 
and the Dominions. The dispatch began by describing the acute 
plight of the live-stock industry in Great Britain. It insisted that 
this j)light was not of Great Britain’s own making, during the 
last twenty-five years — years m which the Britisli consumption of 
meat had increased by a third — the British production of meat 
had remained virtually unchanged It was the expansion of over- 
seas production which had made the mischief: the overseas pro- 
ducers must bear the chief burden of repairing it. And not the 
foreign producers merely. Empire producers had done well enough 
already at the expense of foreigners. Empire countries were not 
in a position to absorb the whole, or even the major part, of Great 
Britain’s exports ; Empire producers could not therefore expect 
Great Britain to wreck her commercial and financial relations with 

1 Cmd 4661 of 1934. 
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foreigners by putting the whole sacrifice on their shoulders. Nor 
could they expect her to acquiesce indefinitely m the rum of her 
own cattle industry, or to prop it up for ever by subsidies which 
came out of the pockets of her own taxpayers. Empire producers 
and foreign producers must together begin to share the paying. 
But how ? There were two possible methods * either a drastic limita- 
tion of imports to the point necessary to lift and hold the prices of 
British live stock, or else the imposition of a levy upon imports, and 
the allocation of its proceeds to the assistance of the home industry. 
The British government favoured the second method, although it 
felt by no means certain that measures of restriction would not also 
be necessary * if so, the overseas governments must themselves take 
the responsibility of applying them. Admittedly, the overseas 
governments had for the time being the power to block the lovy- 
cum-subsidy policy which the British government favoured ; failing 
their consent to modify the existing agreements, Great Britain could 
not impose a levy on Dominion meat until August 1937, nor on 
Argentiman meat until November 1936. But w^hat did this signify ? 
Great Britain offered them the choice of releasing her from her bond 
or of subrnittmg forthwith to a drastic restriction upon their export 
trade. It was a harsh choice, pressed upon them in a harsh docu- 
ment. as if the British government had made up its mind to say, 
‘ Wedl teach these people to see reason.' 

Those people saw quite a different kind of reason. Consider the 
reply of the New Zealand government. Why, it asked, should New 
Zealand’s producers of mutton and lamb be heavily penalized in 
order to solve the problem of the beef-producing countries ? Only 
2^ per cent, of New Zealand’s production of meat consisted of beef ; 
and yet, thanks to her specialized skill in the rearing of fat lambs 
and prime sheep, her exports of meat amounted to more than a 
quarter of her total export trade. Australia’s exports of meat were 
only 6 per cent, of her total export trade , Canada’s were only 2 per 
cent. New Zealand’s per capita exports exceeded those of any other 
country, and the great bulk of them went to the United Kingdom. 
It was the sale of them there w^hich enabled New Zealand to meet 
the interest on her debt and to pay for British manufactures. This 
historic arrangement had surely been advantageous to both countries. 
Did Great Britain desire to end it? And if she did, what special 
complaint had she against New Zealand ? It was not to be denied 
that the new proposals, if they were put into effect, would have an 
inequitably discriminatory effect against New Zealand. They would 
doubtless cause inconvenience in other Dominions ; in New Zealand 


R 



242 THE AUTONOMOUS NATIONS OF THE Chap III 

they would cause catastrophe. What had New Zealand done to 
deserve this ? Was her tariff too high ? It was only one-fourtli as 
high as the tariffs of some other Dominions. Had she failed to carry 
out her Ottawa pledges ? She had m every particular observed them 
with willingness and zeal. It was to the letter and spirit of Great 
Britain’s Ottawa jiledgcs that she appealed.^ 

To the jirotcsts of otlier Dominions Great Britain might have been 
able to make a sufficient reply after all, the Dominions had no more 
of a natural right to unrestricted freedom in her markets than she 
had in theirs But there was no denying the contention of the New 
Zealandci's tliat tlie new policy, if carried into effect, would dis- 
criminate unfairly and ruinously against them The British govern- 
ment was therefore faced with the choice of inflicting a substantial 
injustice upon New Zealand ; or else of departing from the formal 
impartiality which at Ottawa and ever since had been its rule of 
conduct towards the Dominions; or else of abandoning the policy 
whicli it had announced It chose the last course of action. In July 
1935 the statesmen of the Dominions, assembled in London for the 
« Jubilee of King George V, received an assurance that for another 
three years no quantitative restriction and no levy would be imposed 
against their meat There also emerged from the discussions a rather 
vague understanding that the Dominions would regulate their 
supplies to the British market. In December 1936 Great Britain 
made a new agreement with the Argentine Policy had at last found 
a fairly steady groove in which to run. Foreign su]iphcrs had to 
submit to a levy upon some classes of their production , on the other 
hand, they were given the security of minimum quotas on all classes. 
Empire supjiliers liad escaped both a levy and quantitative restric- 
tion ; on the other hand, they had to co-operate with Great Britain 
in measures of regulation. Looking back over the whole period, 
Great Britain could claim that she had, after all, kept her Ottawa 
promise of granting to Dominion producers, at the expense of 
foreign producers, the opportunity of ‘regulated expansion’.^ Yet 
the long-drawn-out crisis had made an indelible impression on the 

^ Cable of 23rd Febiuarv 1935, quoted Sutch, op eit , pp 75-6 Kor tho Au.ytra- 
Iian angle on meat quota controversy see J V E ^\o\, xv, pp 884-5 , vol xvi, pp 82 IT, 
641 ff , vol xvii, pp 73 ff 

^ The Economist^ 1st May 1937, p 207. In 1931 Great Britain paid £17,695,000 
for imports of Empire meat (other than pig-moat) and m 1935 she paid £20,305,000 
The gams of Empire proflucers were more than balanced by tlie losses of foreign 
producers payments to the latter weio in 1931 £35,508,000, and m 1935 £22,622,000 

For a general view ot the whole meat position see publication of the Impel lal 
Economic Coinmittoo (Commodity Series), Meaty 1937. Appendix I describes suc- 
cmctly the regulation of imports into the United Kingdom, 
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minds of these producers: it had destroyed for ever their care-free 
confidence in the everlasting all-sufficiency of the British market. 

The crisis in dairy production and the controversies associated 
with this crisis had a similar jisychological effect. This, too, is a story 
which it is most profitable to examine from the New Zealand angle. 
New Zealand’s dairy farmers felt the impact of the crisis through 
a collapse of prices, in 1929 their butter fetched 1S3 shillings per 
cwt. in the British market, but it fetched only 97 shillings in 1932, 
81 shillings in 1933, and 6(5 shillings m 1934. Instead of contracting 
their production m response to the fixll in price, they increased it 
in the hope of sustaining their incomes by larger sales. In these years 
they supplanted the Danes as the chirf suppliers of dairy produce to 
Great Britain. In 1928-9 they produced just under 100,000 tons of 
butter and received nearly £16,000,000 for their sales to Great 
Britain: in 1933-4 they produced over 160,000 tons of butter and 
received little more than £10, 000, 000 for their sales to C^reat Britain. 
In 1934 an expeit committee reported that lialf the New Zealand 
dairy farmers were probably unable to meet their obligations, and 
that, failing effective remedies, there was likely to be a complete 
collapse of Jic Dominion’s economic and financial structure ^ 

New Zealand had hoped to secure at the Ottawa Conference 
effective shelter in the British market for her sorely tried dairy 
farmers She asked for a tariff on foreign produce, with exemption 
for the Dominions, and also for quantitative restriction of imports, 
again with exemption for the Dominions.^ The British government 
responded generously to the first request, but did not accede to the 
second one. In January 1933 the New Zealand dairy industry asked 
again for quantitative restriction of foreign consignments of butter 
to the United Kingdom. But the British government had to con- 
sider the needs of its own export industries. It was at this very time 
planning to make a trade treaty with Denmark which would, in 
return for Danish concessions to British coal and manufactures, 
assure the Danes that the existing rates of duty against their butter 
would not be raised, and guarantee to them a minimum quota in 
the event of quantitative restriction being imposed It therefore 
told New Zealand that it found itself unable to restrict foreign 
supplies and at the same time leave Empire supplies unregulated; 
it was, however, prepared to restrict the former twice as severely 
as the latter. The New Zealand government would have been ready 

^ 1934, New Zealand, Dairy Ind^iatry Commission, para 146. 

^ A Butter Quota or a Free Market? Memorandum by the Rt Hon. J G. Coates 
(Wellmgton, N Z., 1933), p. 6. 
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to negotiate on tins basis if it had been able to persuade the New 
Zealand farmers that quantitative restriction, even if it apphed to 
New Zealand produce, might, with its preferential mitigations, be 
better than tJie ^sensoless price war’ which was at present depressing 
prices Hut the tanners would not bo persuaded. The Minister of 
Finance made a gallant effort to persuade them : in an able pamphlet 
he warned them that the United Kingdom would probably in any 
event impose a quota when in 1935 it recovered the freedom which 
it had surrendered at Ottawa; he enticed them with the forecast 
of ‘a larger return for a smaller product’, and he told them ffatly 
that they had to choose between regulation by a quota and regula- 
tion by a price war— ‘not whether to reduce, but how to reduce’ ^ 
The farmers stopped their ears to these blandishments and warnings 
The Prime Minister of New Zealand then suggested that a rejiresenta- 
tive of the farmers of Great Britain should come out to disi^uss with 
New Zealand farmers the plight which both communities were 
suffering. The discussions achieved notinng excejit postjionement. 
The government adopted a purely negative and defensive attitude ^ 
But the wistful New Zealand farmers still (dung to one deceiving 
dream of their salvation, supposing New Zealand abolished 
altogether her tariff on British goods, would Great Britain then 
promise that she would never impose restrictions on the entry of 
the Dominion’s farm products ? The New Zealand government 
transmitted this question to London. The British government 
rejilied that it could not treat ‘a suggestion put forward by particular 
trade interests’ as if it were a real proposal At the same time it 
made quite clear its unwillingness to make special arrangements 
with any single Dominion, and its determination to pursue the policy 
of ‘planned marketing’, no matter what the Dominions did with 
their tariffs. The New Zealand government, therefore, returned to 
its thankless task of persuading the farmers to allow it to co-ojierate 
with the British government. But before very long the British 
government lost patience and changed its policy It decided to look 
after its own fanners in its own way, and to leave the Dominion 
governments to look after their farmers as best they could ^ 

^ Coates, op. rit , pp. 18, 20. 

® Siitch, op cit , pp 83 ff On 27th October 1933 the New Zealand govoininent 
cabled its definite refusal to consider a quota on cheese, but it did not consider the 
question ot quantitative regulation closed, as is shown by its cable of 28th February 
1934 

^ Dispatch of 9th March 1934 in Sutch, op cit. The British policy of a guaranteed 
price for manufactured milk was set forth in the white paper Cmd 4519 of 1934. 
On the general background of British agricultural policy see Orwm’s periodical 
Agricultural Register 
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The methods which the New Zealand government adopted in 
tackling its hard task will be reviewed a little later in another con- 
text. One fact only needs to be stressed now: the fact that the New 
Zealand people, following slowly after their government, began 
gradually to see their economic destiny in a changing persi^ective. 
They began to realize that they could not continue to work out their 
future solely by means of the old division of labour which had 
joined them to the people of Great Britain. The people of Great 
Britain were no longer able or wilhng to play their full part in the 
develojiing game New Zealanders certainly thought that they 
might play a rather more willing part than their present one. The 
expert commission which reported oi 1934 expressed the opinion 
that Great Britain ought to initiate 'an ec^uitable scheme of differ- 
ential treatment of Empire countries’— winch meant that she ought 
to give New Zealand preferential advantages m the British market 
over other Dominions But the same commission did not conceal 
its opinion that even a doubly prelerential British market would 
not for ever meet all the economic needs of New Zealand. ‘We 
must’, it said, 'abandon our traditional view of the United Kingdom 
as a bottomless market This was precisely what Mr Coates had 
been trying to point out to tlic farmers throughout the previous 
year. He had read them a most illuminating lesson in New Zealand 
history, and had told them that a new chapter m this history was 
opening. 

‘Before 1882’, he had written, ' w'o were an isolated island. . . . Then 
came Refrigeration — and at once our perishables became marketable 
in England . . In 1882 w^e discovered in Great Britain a bottomless 

market , in 1932 we discovered that the market is not a bottomless 
one The fifty years from 1882 to 1932 \vere very different from the 
fifty years before , the fifty years ahead of us w'lll be as different again 

That is the conclusion whicli we shall sec emerging everywhere 
from the experience of the years after Ottawa the Empire market 
is not enough. The propiigandists of the nineteen-twenties had 
identified the ‘markets’ of their oratory with the preferential 
Empire market: at the conference of 1923 and on many occasions 
thereafter they had cried, ‘If only we had imperial preference, our 
future would be made.’ When they got imperial preference, they 

^ 1934, Now Zealand, Dairy Industry Commission^ pp. 69, 70, 73. 

® Coatos, op. cit , p 5. For a clear and succinct backward survey of tho whole 
situation throughout the Empire see tho publication of the Imperial Economic 
Committee (Commodity Senes), Dairy Produce^ 1937. 
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changed thoir exclamatory phrase: instead of If only, they now said 
— And yet There were some intelligent men who made a further 
change, putting the question — And why ^ 

‘In England s free-trade days wrote Mr Coates to the New Zealand 
farmers, ‘Imperial tariff preference, if only England could be induced 
1o grant it, was looked to with boundless hopes Now that wo have the 
preference it does not seem to work too well — and why . . , ? 

Why indeed ? when the greater part of Now Zealand’s export trade 
WHS lucky enough to enjoy the shelter of the preferential British 
market ? If New Zealand felt like this, what about Australia, which 
enjoyed this shelter for only about a third of her exports ? And 
what about Great Britain ? 

Let us consider the experiences of Australia and Great Britain, 
and relate them the one to the other. The British found themselves, 
after a time and on the whole, very agreeably surprised by Australia’s 
interjiretation of her Ottawa obhgations. In matters of commerce 
(as re(‘eutly in matters of cricket) the Australians had somehow or 
other got a reputation for seeing only their own side of the question, 
and seeing it with an unrelenting intensity. In the ten years which 
preceded the Ottaw'a conference it was the Australians who had 
most insistently advertised the idea of sheltered markets , in the 
years wduch immediately followed the conference, it was they who 
expressed the loudest indignation against Great Britain’s namby- 
pamby consideration (for as such they seemed to regard it) for 
Argentinians and Danes. Their propaganda seemecl to many people 
to betray a peculiarly egotistical insensitiveness to the vital interests 
of Great Britain as a world trader and wor\d creditor, it thereby 
provoked resistance and even resentment amongst those sections of 
British society which because of their tradition or training or the 
sources of their income were most conscious of this interest. Those 
other sections which had most to gain from Tull opportunities of 
reasonable competition’ with Australian manufacturers (against 
foreign manufactures they were certainly protected) were not con- 
fident that the opportunities w^ould really be given them The vague 
general clauses of the Ottawa agreement might be interpreted in all 
sorts of ways British manufacturers had no good reason for 
anticipating a spirit of interpretation favourable to themselves, 
they had very good reason for associating increases of preference 
with increases of duty against British goods. They still felt indignant 
about the violent tariff increases which had been the first instinctive 


^ Loc cit. 
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reaction of the Scullm government to the economic and financial 
crisis ; they had no ground for anticipating that the Lyons govern- 
ment would be inspired by a very difierent spirit. They were quick 
to mark the strident propaganda which Australian manufacturers let 
loose against the Ottawa agreement They were ready to cry out 
their resentment and fear so soon as the Australian government gave 
signs of yielding to tins i)ropaganda Lancashire's outcry against 
the cotton duties of 1934 was instantaneous and shrill. 

One thing British exporters did not proyjeriy understand They 
could not be expected to realize that Australia’s domestic struggle 
of interests and policies was j)assing into a new phase, and that the 
protectionist aggression whi'*h since t ie foimation of the Australian 
Commonwealth had moved from strength to strengtii was noM about 
to suffer a definite check Tha Australion governnuait Avas in a sense 
speaking the exact trutli wlien it clainicHl thdt it had brought back 
concessions from Ottawa but liad made none theie, for Ottawa gav^e 
additional leverage to the policy whicli in any event it desired to 
pursue. ' Tiie Government’s genei a I tarilT policy deci iicd the Prune 
Minister, dias become merged with the undertakings given in the 
Ottawa Agreement.’^ The Ottawa agreement Iiad also recognized 
tlie instrument on winch tlie Australian government dejicndcd to 
set its policy in motion The TarilT Board, which in tlie middle 
nineteen-twenties had seen little except the obvious advantages 
which high yirotection conferred upon particular industries, had 
more recently been turning an incTeasingly cold eye upon tlie costs 
which high protection imjjosed uyion industry m general The Tariff 
Board did not indeed render very much reverence to the general 
princi])les enshrined in the Ottaw’a agreement.^ After a sheu't ex- 
perience of the confusions and contradictions enshrined in them, it 
declared Avith downright candour ‘There is no hard and fast formula 
which can lie used with any degree of satisfaction ' Canada’s Tariff 
Board w as in theory a more exemplary body than Australia's , it had 
a trained judicial mind to preside over its debberations, and it w ent 
scientifically to work, as directed by the pledge acceyitcd at Ottawa, 
to discover the respective costs of production of Canadian and British 
industries. Unfortunately this proved to be a task, as American ex- 
perience had already proved, beyond the capacity of science. And 
the Canadian I’ariff Board seemed to take such a long time m 

^ Coplan<l and Janes, Aiu>traliaii Trade Policy A Book of Documents 1032 -PJS7 
(Melbouino Univeisity Picsa. 19J7), Document 28 

^ It pointed out that Article X was capable of various interpretations, some of 
which were quite unacceptable, whereas Article JX stated the principle on which 
the Board was already working. 
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coming to any conclusions But the Australian Tariff Board under- 
stood that governments have to do their work quickly and on a basis 
of reasonable probability, it did its own work quickly, and it did it 
reasonably w ell. Australia's combination of an active Tariff Board and 
a willing government soon began to win applause from the doubters. 
The crisis restrictions upon British trade began rapidly to disappear. 
The I'anff Board, invited by the government to consider the pro- 
tective effect of the exchange and the primage duties, advised the 
government to compensate for them by a do wnward re vision of duties. 
The government accepted this advice only so far as the preferential 
duties were concerned, and boasted that it had thereby made ‘the 
greatest single contribution directed towards the encouragement of 
British trade made by any Australian government since 1907 Mean- 
while the Tariff Board continued working on its general review of the 
tariff — a task which had been entrusted to it in accordance both with 
the government’s election policy and its Ottawa pledges. Between 
1932 and 1938 it reviewed 300 items The outstanding result of tliis 
review was a steady though discreet pruning of the most costly 
excesses of tariff-making. This pruning, so far from weakening 
Australian industry, strengthened it.^ Even the spokesmen of 
Australia’s protected manufacturing interest began gradually to 
soften their frightened patriotic outcry. The spokesmen of British 
manufacturing interests, which had done sufficiently well during 

^ British impatjcnco with the alow prooodino of the Canadian TarifT Boaid found 
very full expression m tlio newspapers dm mg 1933 (eg The Tunes, 20(h and 27th 
September) The Board was, howev^er, by no moans slow according to the standard 
set by the Tariff Board of tlio United States fn its procedure and methods it stood 
midway between this Board and the Australian one 

^ The following table gives some stiikmg evidence of reduction in Australian costs, 
though it would be a mistake to attribute this wholly to the pruning of excessive 
tariff items’ 
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This table is taken from the paper on The Auntrahan Tariff prepared by Mr W S. 
Kelly for the British Commonwealth Relations Conference 1938 
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these years of Australia’s economic recovery, publicly testified to 
their satisfaction. ‘Ottawa’, declared the Australian Association of 
British manufacturers in 1936, ‘was worth while. 

And yet in the year 1936 Great Britain was still taking 60 per 
cent, of her imports from the countries outside the Empire and was 
sending to them slightly more than 50 per cent, of her exports. 
Australia’s trade was in a very similar situation.^ Was there any 
necessity for either country to jeopardize its export trade with foreign 
nations by diverting still more of its import trade to British nations ? 
From August 1937 the Ottawa agreements would become terminable 
at six months’ notice. Would it be worth wlule to try to tighten 
them ? Might it not be more advantageous to loosen them ? In a 
statement of December 1937 Mr. R. 6. Menzies, the Attorney- 
General in the Australian government, raised the question whether 
it might not be 

‘ that we are reaching a point in economic history when a rigid insistence 
upon the fullest measures of Empire preference may prevent the British 
countries from taking their proper part in a great movement of world 
appeasement through the revival of trade’. 

Austraha, he declared, had no intention of dropping the substance 
for the shadow ; but she would be ready to exchange some of her 
immediate preferential advantages for the wider advantages which 
would follow a really constructive trade agreement between the 
Umted Kingdom and the United States. 

It IS worth while tracing in a little detail the stages by which the 
Australian government moved towards this wider outlook. The 
experiences of the minister to whom in October 1934 was allotted 
the special task of negotiating trade treaties throw a considerable 
illumination upon the government’s unplanned pilgrimage. The 
mimstcr made a European journey which revealed to him how wide- 
spread and how menacing was the resentment which tlie Australian 
people had provoked among ‘its old trading friends’.^ Australia 
had always assumed that the eagerness of her foreign customers 

^ Copland and Janes, op nt , Doc 60. 

* The exact fip^ires in 1936 wero 

Great Britain Imports from Kmpiro Countries . . 39 4 per cent. 

Exports to Empiie Countries . . . 48 3 ,, 

Australia* Imports from Empire Countries . . .56 2 ,, 

Exports to Empire Countries . . 69 5 ,, 

Australia’s imports from Groat Britain alone wero 40 6 per cent. , exports to Great 
Britain alone 49 5 per cent. 

* Copland and Janes, op cit., Doc 90 
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was part of the natuial order of an unchanging world. Until 1930 
their demand for her primary products was regular and constant. 
In a spirit of casual egoism and by unilateral action she imposed 
upon their products whatever penalties appeared to suit her own 
convenience. She paid no attention to the goodwill which she was 
squandering Sometimes she was even careless enough to forfeit the 
safeguard of reciprocal most-favoured-nation treatment which ad- 
herence to Great Britain’s commercial treaties or a mere passive 
acquiescence in them had secured for her.^ It followed from all this 
that a considerable number of those nations which in the nineteen- 
thirties found themselves compelled to cut down their imports, were 
in the mood to make a beginning, wherever they could, by cutting 
out their imports from Australia The long-suffering Belgians, by 
one stroke, annilnlated practically the whole of Australia’s barley 
export.^ When the world had come to such a pass as this, it was no 
wonder that the Australian government appointed a special minister 
to negotiate trade treaties But a country’s jiowcr to negotiate trade 
treaties is limited both by its own domestic tariff, and by the previous 
treaties which it has made with its own most intimate friends. 
Australia’s Ottawa pledges had left her for the time being very little 
to bargain with, and her boasted mitigations of ])vimage duty and 
exchange protection in exclusive favour of Great Britain and Canada 
had provoked additional resentment among her foreign trading 
partners. It was only the progressive overhaul of her own tariff 
which at length enabled her to offer to foreign countries a reasonably 
attractive s(‘hedule of intermediate duties. But by the time she had 
progressed so far, she had learnt from experience that there were 
some advantages in magnanimity , the reciprocity for which she 
asked was in the spirit, and not merely accoiding to the letter, of the 
most-favoured -nation clause.^ 

It was the great wool interest of Australia wdiich showed most 
concern about the slackening demand of foreign buyers and their 
manifestations of ill will. 

‘Wool’, declared one of the industry’s spokesmen, ‘is too big a thing 
to be Imperial m its trade field We must keep our foreign connections 
as well as our British, or jettison half our production In bargaining 

^ For the legal and histoneal position with regard to trade treaties see above, 
vol 1, p .‘19 f , vol 11, pp 82-4 

“ On disputes and negotiations with Belgium, Italy, Franco, and Czechoslovakia 
see Copland and Janes, loc cit. 

* I draw on the well-informed and wise paper prepared by the late Mr. C H 
Hawker for the British Commonwealth Relations Conference, 1938 
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with Britiain with the preference bait for the minor products of Australia, 

we are filching from the wool trade our main support, that foreign 

reciprocity which is essential to its existence,’^ 

Was the wool trade really Australia’s main support ? That is perhaps 
putting the position too simply. Wool accounted for something 
between a third and a half of the total value of Australia’s exports, 
according to the fortunes of prices and the seasons. Historically and 
economically it could fairly be regarded as Australia’s basic industry. 
But it did not directly count for so much in the make-up of Australian 
society. It was an industry widely dispersed through the sjiarsely 
settled low-rainfall country. From the point of view of Australia’s 
future progress in utilizing rainfall and irrigation opportunities, 
from the point of view of the civilized rural settlement which already 
existed, it might be «argucd that the commodities shelt(‘red by 
imperial preference— meat and butter and fruit and wmc— were also 
basic. In truth, Australia could not afford to neglect either her 
sparse-pastoral industries or her close-settlement industries . a 
balanced commercial policy was incumbent upon her. But she had 
tilted the balnncc much too far — the wool industry was right to 
insist upon this — against the unsheltered sparse-pastoral interests. 
The ill-will which she had created by her egotistical tariff policy and 
by its ])rojection into the Ottaw^a system threatened to add still 
another motive for that intense research into substitutes which was 
taking place in many countries and w^as threatening raw wool with 
the disastrous fate of raw silk.^ 

Should not Australia as a matter of urgency take positive measures 
to bring back the foreign buyers who had left her wool sales ? Some 
of these foreign buyers had been driven away, not merely by ill will, 
but by a positive lack of the means of purchase Whether by a plan 
or by unplanned necessity, they had so constructed their economies 
that they could obtain the means of purchase only by direct sales 
of their own products in the Australian market Should not Australia 
meet their special needs ? Some spokesmen of the wool industry 
now began to tread on dangerous ground. They invited the govern- 
ment to * divert’ Australia’s imports from ‘bad’ customers to ‘good’ 

^ Copland and Janes, op cit , Doe 119 

^ Raw sdk was in 1932 32 per rent , in 1936 36 per eent of its 1929 price But 
wool was not ^o vulnerable to subf^titutes as sdk was to rayon, otheiwise its fate 
would have been similar Creasy merino wool was in 1932 48 per cent , m 1933 
69 per cent , and in 1936 78 per cent of its 1929 piico Tt should not bo concluded 
from the text above that wool is confined to the sparse-pastoral country , progress in 
the wheat-growing areas has constantly been accompanied by progress of sheep- 
raising in the same areas 
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customers— mort3 particularly to customers who would buy Aus- 
tralia’s wool ^ 

The Commonwealth government pointed out the danger of such 
a policy , yet almost immediately it stumbled into this very danger : 
not on behalf of wool, but with a confusion of motives — to correct 
a deteriorating balance of payments, to help Australia’s nationally 
protected industries, to win a continuance or increase of British 
favour for the close-settlement industries which were sheltered by 
imperial preference. The trade diversion measures which the govern- 
ment announced on May 22nd 1036 appeared to be a sudden and 
total relapse into the casual unreflecting narrowness and egoism from 
which its tariff and trade policy had to all outward seeming broken 
away. The new tariffs and the severely restricting import licences 
were not the sequel to any recommendation by the Tariff Board, 
nor were they in accord with any clear and consistent principle, 
even if it were an erroneous principle. They were aimed at two very 
different members of Australia’s trading connexion, the United 
States of America and Japan. The knock which the government 
gave the Yankees won applause both from the nervous close-settle- 
ment interests wliicli thought it opportune to ingratiate themselves 
with the consumers of Great Britain’s industrial cities, and from the 
protectionist manufacturing interests which wanted shelter for new 
ventures, such as the production of motor-car chassis If the govern- 
ment chose to regard foreign trade as a discriminatory bi-lateral 
give and take, it had good reason for striking at the United States : 
in the year 1934 that great country bought from Australia only one- 
sixth of what it sold to her.^ But the bi-lateral argument, if the 
government had really believed in it, would have prompted a curtail- 
ment of Australia’s British imports also ; for taking all the items into 
account Australia had an adverse balance of payments with Great 
Britain ^ And what about Japan ? Japan’s sales to Australia had 
certainly risen very rapidly, but her purchases from Australia were 

^ Copland and Janos, op cit , JDocs 119 and following Tlio diversion most dis- 
cussed in the press was a barter bargain of ‘wool for cars’ between Australia and 
Germany 

* Both in its incoming and outgomg America’s trade with Austraha had fallen 
since the deprehsion anti the Ottawa agreements Australia’s imports from the U S. 
were 25 per cent, of total imports m 1927 and 13 per cent, in 1934 the corresponding 
figures for Australian expoits to the U.S were 6*3 per cent, in 1927 and 2 1 per cent, 
in 1934. 

* Professor D. B. Copland (loc. cit ) calculates on all items (not, of course, merely 
on exchange of goods) an adverse Australian balance with Groat Britain in 1934-5 
of £14,000,000, which had to be mot out of favouiable balances with other 
countries — not least of which was Japan 
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a much more important item of the trading account. In 1927 Japan’s 
contribution to Australia’s imports was 3 per cent., and in 1934 it 
was 6 per cent. ; her contribution to Australia’s exports was 8 per 
cent, m 1927, and 12| per cent, in 1934. In 1934 Japan was taking 
a quarter, in 1936 she was taking almost a third of Australia’s wool 
export , as a growing customer who now stood not far behind Great 
Britain, her bidding at the wool sales was an important factor in 
sustaining puces. Obviously, Australia was unable to invoke the 
bi-lateral argument against Japan, that argument worked the other 
way Australia’s business with Japan was an exa tuple of triangular 
trade, and one which had its importance for the economy of Great 
Britain no less than for that of Austialia. For, whatever might be 
the resentment of British manufactiiier.s at the advance of foreign 
competitors in the Australian market, British bond -holders and the 
financial guardians of the British balance of ])ayments had a desire 
that Australia should not default (Ui her debt And it ^vas only by 
maintaining reasonable relations with her loreign trading jiartners 
that Australia could ar eumulate with some of them (and notably with 
Japan) the surpluses wnieh she must thereafter transfer to London 
Why then did Australia permit the jiolicy which she bad designed 
for ‘bad’ eustomers to disturb her relations with a ‘good’ customer ? 
Because she w’as nervously apprehensive of losing the goodwill of 
her ‘best’ customer. Government .spokesmen declared again and 
again that this was their motive. Great Britain, they reiterated, was 
still the best market for wool, and w^as the only market for the 
‘difficult selling commodities’ of the close-settlement areas. ^ 'J'o 
whatever extent the Japanese might increase their imrehases of 
wool and minerals, they could not make good to Australia the loss 
of markets which took, not only these commodities, but also dairy 
produce and fruit and meat and wine. And it did really seem to 
the Australian government that Japan’s frantic drive for exports 
(Australians did not understand the needs and fears by which Jajian 
was driven) was putting into jeopardy that reciprocal relationship 
between British factories and Australian farms which had grown 
out of history and had recently become — with the qualifications 
demanded by Australian and British protectionism — the basis of 
the Ottawa pact How much of the market would be left for Lan- 
cashire if the flood of textile imports from Japan were not dammed ? 
And what would Lancashiremcn say if Australia allowed them to be 
crowded out ? The noisy recriminations of 1934 may well have im- 
planted in the minds of Australian farmers and politicians an abiding 
^ Copland and Janes, op. cit., Docs. 141, 144. 
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fear of Lancashire’s grocers and housewives. In 1936 the govern- 
ment took action which was ‘warmly appreciated in Lancashire’.^ 
Australia’s quarrel with Japan clearly arose out of her attempt to 
carry out with logical completeness the theory which liad been con- 
secrated at Ottawa — the theory of imperial preference and a sheltered 
imperial market. The theory broke down, when it was pushed to an 
extreme ; and the reason is plain. The shelter could cover little more 
than a quarter of Australia’s exports It could not cover her chief 
export, wool. The attempt to make the shelter water-tight for the 
close-settlement j)roducts had the effect of thrusting out the sparse- 
pastoral products into dirty and dangerous weather. The Australian 
people were compelled to realize that the external world might very 
soon call their bluff — if they were foolish enough to persist in it — 
as monopolist wool-producer. The Japanese stopped buying Austra- 
lian wool, they bought elsewhere the essential minimum which they 
could not for the time being do without, they planned future produc- 
tion m Manchuria, they speeded up their search for substitutes and 
encouraged the same search among other people. Australia’s retalia- 
tions brought her scant comfort, a small economic power cannot 
hope to defeat a large one in the ruinous war of punitive stroke and 
counter-stroke. The wool interests of Austraha now organized them- 
selves to fight a more vigorous battle than their traditional politi- 
cal detachment had ever before permitted them to fight. They made 
clear to the people and to the government how close was the corre- 
spondence which existed between their own particular interest and 
the general interest of the Australian economy. Yet the settlement 
which Australia finally reached with Japan was based on Australia’s 
need to safeguard, so far as the difficulties and contradictions which 
beset the trading nations would allow her, botli her sheltered and 
unsheltered industries, both her close-settlement [iroducers and her 
sjiarse-pastoral producers For the sake of the former, she imposed 
quota restrictions upon Japanese textiles. For the sake of the latter, 
she mitigated the rigour of these restrictions. It was a compromise 
arrangement, and — as was usual in Australian history — it was wool 
which had to pay most for the compromise. In 1935-6 Japan had 
taken ncai*ly one-third of Australia’s wool-clip , by the second of the 
short-term arrangements which Australia made with Japan the 
latter’s purchases amounted to about one-sixth of a normal clip.^ 

^ The Eco7iO}m8iy 30fch May 1936, quoting the President of the Manchester Chamber 
of Commerce 

^ The first temporary agroornent was made m December 1936 for a duration of 
eighteen months , it was renewed in July 1938. Under the renewed agreement the 
Japanese issued permits for the import of Australian wool equal to two-thirds of 
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The wool-growers could but console themselves with the thought of 
how much worse the ending might have been. Japan was doing 
business with them again, even if it were only reduced business. 

Might it be possible to persuade other nations to increase their 
business ? What of the United States, the other trading partner 
with whom Australia had quarrelled ? As a result of this quarrel, 
Australia shared with (Germany the distinction of being one of the 
two nations which the United States had black-hsb d for exceptional 
discriminatOTy treatment. By i*emoving its disci iminations against 
the United States, Australia reco\^crcd most-fav-jiired-nation status 
early m 1938 By this time the negotiations for an Anglo-Aniencan 
trade agreement were consideiabh advanced Australia kej)t in 
close touch with both the negotiating governments Supposing their 
trade agreement should lower the Ameiicau barruMs against Enghsh 
woollens? Siqiposing the wool manufactuiers of Ameiica should 
demand thereafter leductions m the high protectionist tai ih against 
their raw material ? Tfin w\iy tliere w ould be great hope of a growing 
trade . . At eveiy faint gleam of opportunity th > wool interest 

campaigned for a re\Mval of \cc)rld trade It never refuvsed battle 
against the forces wdnch uiged national restriction and a combined 
imperial warfare against tlie foreigner It fought this battle man- 
fully and not altogether vainly at the British Empire Producers’ 
(;)onfcrcnec which met at Sydney in March 193HJ 

By 1938 the Australian government was m the mood for a critical 
summing-up of its c.xpencncc of tJic six years since the Ottawa 
Conference Australian summings-up arc frequently very valuable 
ones, for the Australians have a habit of trying out the various 
])ossil)ilities of action by a series of rushes which enable tliem after 
a while to put together a good working sketch-map of the whole 
terrain. In careless confidence they hurry along an easy-looking path 


foCal wool irnpoifcb But the Japanese import of Australian wool fell froiti more than 
r>00,000 bales under the first agroemont to less than 400,000 b.ales under the second 
In both agroornonts the quota assigned by Australia to .lapanese textiles was 51 2 
million squaio yards ot cotton piece goods aii<l 51 2 million square yaids of silk piece 
goods Under the second agiooment Australia might review these quotas it Japan’s 
import of her wool fell short of 207,000 halos 

^ See Report of the Rroccedin<fs of the Brxtwh Empire Producerb Conference (Sydney, 
1938), pp 8—10, 13, and debates passim The oiganizing committee had sought to 
smooth over the conflicts between British and Dominion farmers by doinanduig that 
‘The sale of Empire products in the markets of the Empire must be fully piotccted’ 
But Sir Keginald Dorman Smith, speaking for the National Farmers’ Union ot (Jrcat 
Britain, revealed that British farmers were piopaiod to invoke heavy penalties 
against Dominion farmers w’ho jiroduced too efficiently and cheaply The Conference 
reaffirmed the ‘Ottawa order of preference’ But it also passed a resolution on the 
need for reviving world trade 
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until suddenly they bump against a hard wall; their protests and 
lamentations are loud, but soon with the same careless confidence 
they try another promising path, and probably with the same result , 
after three or four of these experiences they grow as wary as they 
are persistent, and ask of every path — ‘Where will this one take 
us ? How far can we follow it ? Is it really blocked, or can we find 
some sort of a way round ? ’ Since Ottawa they had bumped m 
turn against Great Britain’s agricultural protectionism, against her 
interest as a world creditor and trader, against Lancashire’s will to 
keep on living, against Japan’s will to keep on growing, against 
would-be autarkies like Italy, against liberal traders like Belgium, 
against protectionist America, against the boomerang-return of 
their own protectionist excesses. At the end of it all they were still 
cheerful; they had collected a few bruises and a store of shrewd 
wisdom. This wisdom found expression in a ‘memorandum of con- 
clusions ’ on which they agreed with the British government in 1938 J 
This document, it must be admitted, fought shy of concrete 
detail; but it stated certain irrefutable facts and general principles 
with a far more honest and far broader realism than that which had 
hitherto been evident. The governments of the United Kingdom and 
Australia reaffirmed the vital interest which both shared in their 
reciprocal partnership in the political, strategical, and economic 
spheres * as for the last, the United Kingdom was the greatest market 
for Australia’s primary produce, and Australia was not only one of 
the greatest customers for United Kingdom goods, but was also 
‘the domicile of the largest amount of United Kingdom capital 
invested in any single overseas country’. In view of their vital 
complementary interests, the two countries reiterated their strong 
attachment to the principle of imperial preference. But, for the first 
time in their history, they severally and simultaneously recognized 
the fact that their complementary interests, however vital they 
might be, were only a part of the general interests of each of them, 
and that the part must be fitted to the whole. Closely linked though 
they might be in the same system of economic and political 
necessity and purpose, each of them possessed energies which 
demanded for their healthy activity a definitely domestic care, and 
other energies which could only realize their full creative power in 
a wider pattern of activity than that which the British Empire 
offered. Their attachment to imperial preference must therefore be 

^ Cmrl 6805 of 1938 Trade Discussions between representatwes of His Majesty's 
Governments in the United Kingdom and the Commonwealth of Australia. Memorandum 
of Conclusions. 
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qualified both by their separate protective policies and by their 
individual policies as world -traders. As to the first qualification, 
the Australian government recognized that Great Britain had a 
right to give substantial meaning to the slogan ‘United Kingdom 
farmer first’, and accejited more frankly than it had ever done 
before ‘the necessity for the United Kingdom to safeguard and 
develop her own agriculture’. The government of the United King- 
dom in return recognized that an expansion of primary production 
could not by itself support the necessary increase of Australian 
population, but that Australia must push ahead in 'the sound and 
progressive development of Australian sccondaiy industries' As 
for the second qualification, Australi i recognized (it was the first 
time she had jmbliclyand frankly done so) that the United Kingdom’s 
interests ‘as a great international trader, investor, and shipowner’, 
no less than her national agricultural pf)Uey imposed an ’upward 
limit’ to the opportunities which could bo nffordcd to Australia’s 
primary jiroducers in the British market, ft followed that Australia 
had to hold and develop lier maikets elsewhere. Both governments 
confessed the insufficiency of imperial preference for their separate 
trading needs, and agreed to support each other in their attempts 
to make trade agreements with foreign countries 

After SIX years of education in the real meaning of the word 
‘market’, the partners of Ottn-wa were learning that tlie Ottawa 
phrases of goodwill towards the wuder society of world commerce 
should have a place, not merely in the perorations, but m the pro- 
gramme The nations of the British Commoiwealth had been great 
preachers of the word , might they not improve iqion their perform- 
ance as doers of it ? But how and where to begin '! They w^ere 
entangled in a netw'ork of confusions and contradictions, many of 
which were not of their own making. The prospects of a general 
attack u[)on commercial and financial barriers seemed poor The 
World Economic Conference of 1933 had been called together for this 
general attack , it had failed signally. In 1937 M. van Zeeland, under 
commission from the British and French governments, produced a 
‘ pact of economic collaboration ’ to be put into force by the agreed 
leadership of the principal economic powers. But what if these 
powers would not agree ? Was it possible to hope that the masses of 
people in every country would some day compel their governments 
to agree ? It was with this idea in mind that Australian enthusiasts, 
mingling a genuine humanitarian fervour with their country’s self- 
interest as a food-jiroducer, carried to Geneva the propaganda 


s 
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about nutrition and health which they had helped to spread in Great 
Britain. But this propaganda, even if it siiould spread into the 
continental autarkies, would take a long time to produce definite 
results. For the present, the attempt to achieve a freer international 
exchange of goods must express itself in trying out the smaller 
practical opportunities which offered themselves. At Ottawa, the 
nations of the Commonwealth, while professedly organizing them- 
selves as a lower-tariff club, had in the name of their most-favoured- 
nation rights warned regionally grouped nations in Europe not to 
form low-tariff clubs of their own. Great Britain had imjioscd a veto 
on the efforts of the small economic powers of north-eastern Europe 
to clear out the channels of trade among themselves by means of 
preferential agreements to which other States might accede. But 
these states, with the discretion taught them by experience, were 
trying once again to concert their comparatively liberal economic 
policies. Perhaps Great Britain and her Ottawa associates might be 
yirevailed upon to relax just a little their stiff insistence on their most- 
favoured-nation rights The van Zeeland reyiort recommended this 
course of action. It also apjiroved a quite different atta(*k on trade 
barriers, an attack which would make use of the most-favoured- 
nation clause. This was the Anglo-American trade negotiation. The 
United Kingdom and the United States between them bought 28 y>er 
cent of the world’s imports and sold 24 y^er cent, of the world’s 
exports , if the trade of the whole British Empire were combined 
with that of the United States, the total amounted to over 40 yier 
cent, of the entire foreign commerce of the world. Communities of 
such great commercial importance could surely by an agreement 
between them do something substantial to helyi w'orld trade Both 
countries were already bound to each other and to France by the 
monetary agreement of 1936, which had been designed (it remained 
a mere design) to yireyiare a drive against excessive tariffs and quotas. 
Neither country had adoyited any of the more rigorous state controls 
uyion yirivate trading enterprise Both countries had, with only a 
few evasions, remained faithful to the princiyile of trading impartial- 
ity embodied m the most-favoured-nation clause.^ An agreement 

’ Sco above, p 221 f On the two Oslo agroornonts and the abortive Ourhy agroo- 
inont, see H V. Hodson, iSlu77i/) and Recovers (Oxford University Pioss, 1938), 
pp 101 -2, 162-4 

‘ The benefits of tlie trade treaties negotiated by the U.S since 1934 are not 
limited to those coiintiies to which the U S has pledged most-favoured -nation treat- 
ment, but aio extended to all except those who have been listed as discriminators 
against U.S commerce. Only Germany and Australia have been ho listed, and 
Australia was taken off tho list in February 1938. 



Sect TV COMMONWEALTH, 1923-30 259 

between them, therefore, could hardly fail to bring some benelit to 
other nations. 

The United States appeared wilhng to negotiate an agreement 
For seventy years, saving one fleeting relapse to Idieralism 
in 1913, the country had been piling its tariffs ever liigher; 
the work readied its dizzy climax m the Kawley-Sinoot tariff of 
1930. But 1934 .seemed to mark a definite swing m policy The 
Trade Agreements Act of that year began a new (hjparture in tariff 
form and in the method of tariff making Hitherto the tariff had been 
of the autonomous type, with a single schedule of rates , it had not, 
therefore, lent itself to the proce.sscsof mtcrnational tariff bargaining, 
to which in fact the Americans wen almost complete strangers.^ 
But the act of 1934 put into the liaiids of the President \vido jiovvers 
of initiative in treaty making; in particular, it permitted liim to vary 
tariff rates by 50 per cent either upwards or downwanl.s, and freed 
him from the fear of .senatorial or conL^ressionai obstruction. Armed 
with these powers, the aflmiinstiation made within a few years agree- 
ments with seventeen countries winch between them accounted for 
36 -8 per cent, of the export tiade and 41-1 jicr cent of the import 
trade of the United States Public opinion approved of, or at least 
acquiesced in, the now Act , there was little opposition wlien the time 
came for its renewal It is true that the seventeen trade agree- 
ments had done little more than nibble a few pieces out of the 
Hawley-Smoot taiiff. But the Administration jilamly desired to 
achieve sometlnng more positive It was in tlie sphere oi Anglo- 
American trade relations that it .saw' the great oppoitunity and 
the great challenge Between 1929 and 1937, while the percentage 
of British exports which went to the United States (roughly 6 per 
cent, of the total) had not changed, the ]icrcentage of American 
exports which went to the United Kingdom had fallen. Empire 
countries Iiad to a considerable degree displaced the United States 
m the Britisli market. In 1929 the United States sujijihed 16-1 
per cent, and Empire countries 29-4 per cent, of the United 
Kingdom imports, in 1937 the United States supplied only IM per 
cent, and Empire countries 39-4 per cent of them. This shifting of 
the channels of trade had begun before the Ottawa Conference and 
even before the United Kingdom’s Import Duties Act, and in the 
years after Ottawa other causes than British tariff pohey and imperial 
preference were helping to produce it. But British protection and 
imperial preference did, undoubtedly and emphatically, w^ork to the 

^ The only significant exceptions were the reciprocity treaties — with Canada 
(1855-66), with Hawaii (1870-1900), and with Cuba (1903-34). 
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detriment of American trade. Many responsible Americans believed 
tliat their country had by its own policy brought these evils on its 
own head.i They hoped that a trade treaty with the United Kingdom 
would substantially mitigate the evils by substantially modifying 
the policy A far-reaching agreement would bring great advantages 
to American exjiort trade Hut the advantages would have to be paid 
for, and protectionist interests were certain to oppose the payment. 
On both sides of the Atlantic manufacturers let loose a vigorous 
propaganda against foreign competition in the domestic market. 
Alongside this propaganda and sometimes intersecting it there 
was an argument about the balance of yiayments. In order to prevent 
an agreement, or (more probably) in the hope of driving a better 
bargain, some publicists in Great Britain emphasized their country’s 
negative balance with the United States. But, if the dependent 
Empire were brought into the jucture, the balance of payments 
(largely owing to American imports of rubber and tin from British 
Malaya) swung in the opposite direction. It swung a certain distance 
back again if the Dominions were brought into the yheture, leaving 
the final account a pretty even one ^ And of course the Dominions 
had to be brought into the picture. For the United JStates govern- 
ment was not merely, nor even chiefly preoccupied with the manu- 
fa(;turcd exports which had been hit by the British tariff and by the 
jireforcntial tariffs of the Dominions. It was more interested in 
winning concessions which would alleviate the difficult jiositioii of 
yinmary producers — producers of wheat, bacon and hams, timber, 
lard, apples, grapefruit, barley, rice, salmon, canned and dried fruits. 
The list reads like a long chapter of the chronicle of Ottawa It had 
a plain meaning. It meant that the Dominions (in the first place 
Canada and in the second place Australia) held the key to the 
negotiation ^ The negotiation could not therefore be a single one , it 

^ See Percy Wells Bidwell, Our Trade with Britain (Council of Foreign Kelations, 
New York), pp 23-5 Ho doscrihea the Hawloy-Smoot tariff as a ‘ rnonuinont al 
blunder’ ‘For by this action the United States not only took a step opposed to its 
own inteiests as one of the woild’s greatest cioditor nations, but it also sot m motion 
a tiain of events whicli resulted disa-^trously for world trade in general ’ Mr (Cordell 
Hull liimselt stated emphatically the same point of view 

^ Bidwell, oyi cit , Table 10, p 17, and The Kcononiist, 26th November 1938, Supple- 
ment British- A niencan Trade Agreement^ Table 2, p. 1 See also R I.I.A. Informa- 
tion Department Paper No 21, Anijlo- American Trade Relations For press discussion 
of these matters, see columns of The Times ^ especially 14th, 15th, and 21st May 
and 8th, 19th, 25th, and 29th June — letters by Sir Richard Redmayne, Sii Henry 
Page Croft, Mr L S Amery, Sn Aifchut Salter, and Lord Eustaco Percy'. 

® In 1929 the United States accounted for 70 per cent, of Canada’s imports and 
44 per cent of hei exports the iigures for 1936 were 58 and 40 per cent Canadian 
and United States pi eduction competed in the United Kingdom market under 
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must rather be a series of simultaneous and overlapping negotiations 
with an association of self-governing nations. The question at issue 
was: how far would the members ol this association consent to relax 
the tics of mutual preference which, after so many years of struggle, 
they had knotted into some sort of system at Ottawa ? The United 
States government could not, in view of its own jiractice, dispute the 
principle of imperial preference but it was bound to take note of 
the hurt which the ajiplication of the principle inflicted upon Ameri- 
can interests, and it was at perfect liberty to say, ‘ You must mitigate 
this hurt if you want tlie advantages of a treaty ’ If in addition it 
was jircpared to offer really substantial advantages, it would force 
Great Britain and the Dominions to cfioose betw^een two alternatives 
whose conflict had been persistently glosscnl over in their rhetoric. 
They could not have at the same time all the ini penal preference 
which suited them and the loweiing of international bairicrs wliieh 
they professed to desire. 

The Dominions proved theinsrdvcs leady to make some sacrifice of 
their preferences in order to ac'liieve a lowering of \\nrld barriers. 
They would not have been ready to do this four years earlier , it w^as 
the educatiDn which their recent experience had given them which 
had induced a more liberal state of mind. Australia’s state of mind 
had akeady been elucidated 8he w\as now^ ready to talk practical 
business. She had never believed in the efficacy of the wheat prefer- 
ence, and she was ready to forgo some of the special advantages 
which part of her close-settlement products — notably fruit —enjoyed 
in the United Kingdom market. She bojied that seasonal discrepan- 
cies would mitigate this sacrifice, and in some instances completely 
compensate for it. Jn lier own market, she waiuld very cheerfully ])ull 
down the props whicii had supported the exporters of Canadian 
automobiles and other manufactures at the expense of American 
trade. In the American market, Australia’s largest hope was for 
w ool — not for a direct low^cring of duty on the raw^ material (this boon 
might come later by a rc-almement of sectional interests in the 
United States) but a freer entry of English woollens, which would in- 
directly benefit Australian w^ool. The close-settlement dairy industry 

piaotically all the heads mentioned above, some Canadian maniifaetureis aKo com- 
peted both m Bntish and Dominion maikets, where they were helped by preference 
Australian pi eduction competed over a nai rower field , New Zealand competed cluefly 
in the apple maikot The chief South Afiican exports — gold, diamonds, wool, and 
sugar — were non-competitive, and seasonal diffcroiieo mitigated the competition of 
South Afiican frud 

^ For a summary of the United States’ own ‘closod-door policies’, whether by 
tariff assimilation or preference, see Bidw'ell, op. cit , pp. 44-7. 
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might also benefit later on as the result of New Zealand’s negotia- 
tions ^ Apart from all this, Australia was ready to cast upon the 
waters some crumbs of imperial preference, in the faith that a growing 
stream of world trade would some day return to her more substantial 
bread 

Canada was more to the front than Australia was m the negotia- 
tions with the United States, she was seeking an immediate agree- 
ment for herself. Canada’s history had made her position a pivotal 
one. For generations it had followed a rhythm of alternating attrac- 
tion to and repulsion from the United States , the recurrent spasms 
of repulsion were able to modify, but not to sever, the inevitable 
intimacies of the North American partnership The development of 
Canadian tariff policy is too frequently regarded as if it were prim- 
arily an aspect of C^anada’s constitutional and economic emancipation 
from dependence iqion Great Britain, but it was also determined in 
no small measure by Canada’s need to safeguard against the United 
States lier pride of independence, whilst preserving so far as might 
be the jirofits of interdependence, ’fhe Hawley-Smoot tariff of 1980 
had struck a savage blow at the latter , Mr Bennett’s government 
had made instantaneous reply by a violent spa.sm of Canadian 
jirotectiomsm and by a strident agitation for imperial yirefereni^e. 
The Ottawa Conference, seen from the point of view of its president 
and its chief })romotor, signified not least a movement of defiant 
recoil from the United States. There had been earlier movements of 
recoil which impressed themselves in tariff ])ohcy. Sir Wilfred 
Tjciurier’s oj toning move in the long-drawn out game of imjieiial 
preference was amongst other things a retort against the McKinley 
tariff On the United States side, the abrogation in 1S66 of the 
Reciprocity Treaty was in some degree a retort against Canada’s 
first e\])eiimcnts in protectionism. This retort was a punishing one 
The peiiod of the Reciyirocity Treaty (1854-66) had been a yieriod of 
almost legendary progress and yirosperity for Canada, in Canadian 
memory it became a golden age. The free movement of natural 
yiroducts across the southern frontier remained an ideal to which 
Canada persistently clung. The events of 1 030-2 did not destroy this 
ideal, but confirmed it Within less than a year after the Ottawa 
Conference, the Winnipeg Free Press voiced the innermost opinion, 
not merely of the yirairies, but of the greater part of Canada, when 

^ Now Zealand was most liopefully aware of tlie low per capita consumption of 
butter in the U 8 (.see Sufeh, op cit , p 102 New Zealand 40 lb , Canada and 
Australia 30 lb , XT K 25 2 lb , tho XT S only 17 7 lb , Ceimany 16 5 lb). New Zealand, 
as ‘principal supplier’, would negotiate with tho XT S. about buttoi But by operation 
of tho most-favouiod-nation clause, Australia would share tho benefit 
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it wrote: ‘The United ^States is our natural market. There is no 
substitute for it, either inside or outside the Empire. Either Canada 
gets access to this market, or she faces stagnation and perhaps actual 
retrogression.’^ 

Even Mr. 11. B. Bennett, who Jiad [personified Canada’s recoil from 
the United States during the years 1930-2, was himself early m 1933 
submitting to the southern attraction In Ajinl he sjient four days 
in Washington, ex[)lormg the possibilities of a trade agreement. 
Liberal new.spajiers at once announced a (Canadian ‘retreat from 
Ottawa ’ th('y were just a little jirematuic Mr l>ennett had to ivait 
until the Trade Agreements Art had guen the Boosevelt adminisira- 
tion the [Power t(P c(pndu(t an elfectn< neg(»tiation , it was not until 
the end of 1934 that he was able to open foimal disc ussions A little 
later his government fell Tiie nc'gcptiatinn v as inhcn ited by Mr Mac- 
kenzie King’s liberal government, vs Inch wa^ 1 ir nupie likely than its 
[Predecessor to [pu.sh the buMuess Unoufrli On Hih November 1935 
it was able to announce that it had reached an agreement with the 
government of the United States 

The general etlect of tins agi cement (not for halt a century had 
there been simultaneously in both countries governments [pledged to 
tariff reduction) was to lower the tariff wall between the twip coun- 
tries to tlie level of those hapiiier ^oars before Messrs Hawley and 
Smoot and Mr. R. B Bennett piled on their dizzy superstructures. 
The agreement contained jparticular advantages for each of the 
separate gec^graphical sections cpf Canada, and the Mackenzie King 
government made the most of these advantages To the [irairie 
^provinces, anxiously seeking every op[PCPrtunity to diversity the 
economy which they had built on wheat, the restoration of reasonably 
free opportunities for the export of cattle and calves was a iiKPst 
welcome boon almcpst equally welcome to thorn were the reductions 
in their farming costs represented by the scaling down of duties on 
American machinery, which included a halving of the tariff on farm 
implements The industrial [provinces of Ontario and Quebec might 
have been ex[pected to resent these reductions in the Canadian tariff, 
had it not been for the notable benefits conferred u[P(pn them by 
reductions in tlie United States tariff. The various manufacturing 
industries assipciated with the develo[Ping hydro-electric power of 
these [provinces — ferro-alloys, acetic acid, acetylene black, and the 

^ Quoted Manchester Guardian, 24th February 1933 

^ Manchester Guardian, 27lh February 1033 

^ See Trade NeqoUaiions between Canatla and the United States, 1934- 5, Ottawa, 
1935. Caipadiaii note of 14th November 1934. 
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like — were given increased opportunities of expansion. There was 
security and encouragement for the ‘new staples' of lumber and 
pulp and metals, which were the dynamic of a northward-thrusting 
frontier based on the Dominion’s two mother-provinces. The extreme 
eastern and western sections of the Dominion also benefited from the 
concession on lumber, and there were reductions on hsh well calcu- 
lated to please British Columbia and the Maritimes. But here must 
end the selection from the eighty -eight items of America’s tariff- 
reduction. Let it only be added that Canada’s tariff -reduction con- 
tained something of interest to that usually forgotten animal, 
the consumer. He might for the future be certain of having all 
the year round fresh fruits and vegetables, and having them 
cheap ^ 

Canada's history liad placed lier midway between two worlds, tlie 
old world of the British Empire and the new world of the United 
States. In the extremity and bitterness of 1930-2, Mr. Bennett had 
appealed to the old world to redress the balance of the new. The old 
world had answered liis appeal very helpfully , but Mr Bennett had 
soon proved himself aware that Canada needed help in the new world 
also. Mr. Mackenzie King proceeded cheerfully to make the best of 
both worlds He was m the happy jiosition of a statesman whom 
others are willing to pay to be of his own opinion. The changing 
structure of American trade (which in these years was beginning 
to show the import surpluses appropriate to a creditor country), and 
the accompanymg change towards a more liberal commercial policy, 
made his tasii a comparatively easy one. He ended the tariff hostility 
between the North American neighbours, secured valuable concrete 
advantages for his own country, and at tlie same time retained the 
preferential advantages which accrued to Canada from her Common- 
wealth membership. For the United States did not demand tlie 
abolition of the Ottawa system , only a liberalizing of it. 

Canada’s intermediate position made it natural for her to take the 
lead m loosening the pattern which had been put together on her 
own soil. Her next move was with the United Kingdom In 1937 
the Canadian and British governments replaced the document which 
they had signed at Ottawa with a new agreement. By this agreement 
Canada pledged herself to some important specific reductions in her 

^ Canada Treaty Senes 1936, No. 9 See also* The Economist^ Dominion of (Canada 
Supplement, 18th January 1936, H Carl Goldenberg, ‘The Canada-United States 
Trade Agioomont’, in Canadian Journal of Economics and Politics, May 1936 , H Feis, 
‘A Year of the Canadian Trade Agiooment’, m Foreign Affairs, July 1937, H. A. 
Tnnis and M L Jacobson, Agriculture and Canadian- American Trade (Canadian 
Institute of International Affairs, 1936). 
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own tariff Still more important — in principle, if not in immediate 
effect — was the reduction m the number of Canadian tariff items with 
a fixed minimum margin of preference The existence of fixed pie- 
ferential margins must always hinder a policy of tariff reduction; 
for it means that concessions to foreign goods must be accompanied 
by concessions to Empire goods large enough to safeguard their 
preferential advantage. If the Empire goods already enter duty free, 
the duty on foreign goods cannot possibly be reduced ; if the Empire 
goods already enter at the lowest rate thought consistent with the 
national protective policy, the duty on foreign goods is most unlixely 
to be reduced. Moreover, the oxisten e of jireferential margins gives 
no guarantee to the Empire jiroducei ..gainst the exce.'.sesot a national 
jirotectionist policy, he would feel much safer if the maximum rate 
of the preferential duty A\hich he must pay weie definitely fixed. 
The agreement of 1037 went a long way in substituting tlic system of 
maximum preferential dutu's for tlie s\ stem <d fixed preferential mar- 
gins. If imperial jirefercncc ccaild lie maile everywhere to conform 
to this method,^ it w'ould mucli more easily be recompiled with the 
high aims professed but so liaif-heartedly pursued at Ottawa — the 
clearmg-ouG of the trade channels wuthm the Commonwealth, and 
the subsequent and consequent clearing-out of trade channels between 
Commonwealth nations and the outer world. 

Canada’s new agreement with the United Kingdom, therefore, 
marked another significant step towards the conclusion of the agree- 
ments which both Canada and the United Kingdom were seeking 
with the United States. The two argeenients were signed at Washing- 
ton on 17th November 1938. A detailed analysis of their contents is 
a task wdnch does not belong to this volume, but rather to tlie Purvey 
of International Affairs In general it may be said that both Canada 
and the United Kingdom sacrificed real jireferential advantages in 
each others’ markets and gamed real compensations m the United 
States market,^ In addition, they really did do something substantial 


' Austiaha, ui her 1938 agreomont with the United Kingdom, promi'^ed to in- 
vestigate tills method, but was not leady to adopt it fortliwitli See Cmd 5805, 
ai tides 0--9 

‘ Tho lolovant documents are punted in Cind 5882, 5892, and 5897 of 1938. Cf 
the Economist^ 20t}i November 1938 (Supplement) and 10th ami 31st December 1938, 
also B. S Koding in Political Quarterhf^ Januaiy-March 1939, and Survci; of Inter- 
national Affairs^ P)IS^ Part 1, section (u) (6). 

^ Canada consented to tho abrogation or modification of her preferences m the 
British market on w'heat, apples, pears, honey, timber, salmon, and patent leather 
prominent among her eoneossions to the United States was the stabilization of duty 
(or free entiy) on motoi-cais, coal, petroleum, and raw cotton. Important United 
States concessions to Canada woio the maintenance of free entry for wood pulp and 
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to clear out the channels of trade, both for themselves and for others. 
The Economist, after a careful examination of the schedules attached 
to the two treaties, concluded that they constituted ‘the largest 
ojicration in trade liberalization that has ever been undertaken’.^ It 
was in those days something new for three nations to agree with each 
other to lower hundieds of duties without increasing a single one, 
and in doing so to jiass some of the benefits on to others by o[)eration 
of the most-favoured-nation clause Such an event was bound 
to increase ‘the general volume of trade moving around the 
British -American triangles’. Tlic movement of trade around 
these ‘triangles’ was an international movement What then had 
happened to the ideal of imjierial self-suflicicncy ? 

Exfierience, perhaps too late, had killed an illusion Ever since 
the first Colonial Conference of 1887, fervent pro])hets had been 
demanding a refashioning of the Empire’s trading activities whi(‘h 
would bring them into close confoimity with the Em])ire’s jHilitical 
jiattern. At last, in li)32, these faithful prophets beheld throughout 
the whole Empire governments which would listen and obey. The 
governments did their best at Ottawa. They achieved positive results 
at Ottawa But the results achieved were totally incommensurate 
with the results pro])hesied They learnt this m the years which 
followed Ottaw^a Ex]ierience then taught them that the Empire was 
insufficient for their trading needs, not because their productive 
energies were weak, but because they were strong. The insufficiency 
of the Empire might signify in certain Dominions a shortage of 
population , but in no Dominion did it signify a shortage of com- 
modities It was the abundance of commodities and of the ca])acity 
to increase their production which convinced one Dominion after 
another that it was folly to endanger the wider opfiortunities of world 
trade for the sake of smaller quasi-inonopohstic advantages within 
their own narrower circle. Australia was taught this lesson by a 
threat to her basic industry, wool growing. Even New Zealand, the 
Dominion whose economy was most closely fitted to the sheltering 
British market, learnt during the anxieties and conflicts whicli fol- 
lowed Ottawa that the Britisli market was ceasing to be a sufficient 
outlet for her jiroductive energies Great Britain and the Dominions 

nowapnnt, tho oonvcntionalizat ion of the duty on whisky, and the roduetion of the 
duty on niekol, . 

The most important saei dire of United Kingdom preference in tho Canadian market 
alToctod tho steel industry, and there woio coricesbions to United States producers 
m tho Bi itish market The most important British gaina m tho American market 
afTootod cotton, w’^ool, and linen textilea , earthenware and glass , metal goods , whisky 

^ The Economist, 31st December 1938, p 703. 
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learnt together that the sheltered markets which tliey could provide 
for each other would accommodate only favoured sections of their 
industry, and that these sectional sheltenngs, if exploited too greedily, 
might become a drain on their general economic vitality And what 
was the effect upon the Empire’s political strength ? The prophets 
of imperial preference had argued incessantly that thou policy was tlie 
royal road to a consolidated and mighty Empire Six ;years after the 
Ottawa Conference, tins confidence was badly shaken. Tlie prophets 
had always asserted tliat imperial economic policy Av^as the Empire’s 
own affair , if other nations felt aggrieved by it, kd them set to Avork 
to make empires of their own ^ Other nations followed tins advice 
and set to work with a will , unfortunc ^el v> their settingdo-w oik soon 
became a plain threat to tlu* suivival of the British CommonAvijalth 
For political as well as for economic leasoiis, it b< < ame essential to 
revise the Ottawa policy. It was iiol only toieign tiade, but foreign 
good will, which Great Biitain and the Bidish CommonA\caltli sought 
to gain by the trade treaties AAith the Umterl States of America 

A very wise civil servant had declaied befVuc the v .r of 1914-18 
that tlie survival of the i^ritish Empire depended, not merely upon 
naval power, but on the Em])ire s willingness to harmonize its 
interests with those of the great majority of nations ^ He believed 
that Great Britain’s jiolicies of national freedom and econoimc 
impartiality had achieved this harmonization. The jirincpile of 
national freedom continued to insjjire the development of the British 
Common Avcalth after 1918. But the British CommonAvealth m 1932 
attempted to build its separate protectionist policies into aii organized 
imperial system. It was not merely the econoiuK’. results of this 
attempt, but its political results, Avhich began after a fevs' years to 
produce misgivings. By 1938 the nations of the British C'ommon- 
wealth had begun a new attcnijit to shape and adjust the imperial 
jiattern of their trade policies to a wider Avorld order 

V 

Wealth, Welfare, and Poaver 

What w^ould the new world order be ? It certainly would not be the 
Great Commercial Republic of Adam vSmith’s theory and of nine- 

' L S Anicij^ The Forward View (Ceoffrev lilcs, 1935), p 250 ‘Those '\ho A\aut 
suoh an Empire must win it foi tliemsolvos ’ Mr. Aiiioi^ <loclarc<l, however, that there 
was an alternative to uar (lei many, for example, might make preferential agico- 
monts with couiitrros like Holland arul Helgium (not Gioat Biitain) and thus secuio a 
real partnuthhip in their Kmpiies 

“ 8ir Eyre Ciowe see preface to this volume 
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teenth- century experience, the mobile world-wide society of migra- 
tion and commerce and investment which free economic enterprise 
had fashioned. Free economic enterprise had long been troubled by 
its own inner imperfections and unresolved contradictions , the State, 
intervening as often as not under the plea of correcting the imperfec- 
tions and resolving the contradictions, was entangling economic 
activity in new contradictions of the most formidable order Neither 
in theory nor in practice was state intervention new ; but the almost 
unlimited scale on which some governments were now applying it, 
and the resources which they possessed for making their will effective, 
were certainly new. 

Economic society and political society were out of scale with each 
other. The wliole world was drawn togetlier by ties of economic 
partnership , but sejiarate territorial sovereignties had charge of the 
political controls The impulses which prompted their exercise of 
power had been stated a century earlier m Joist’s jiolemic against 
Adam Smith, the ‘national system of political economy’ was m 
revolt against ‘ cosmopohtical economy’. Our problem is to discover 
whether or not the revolt was making marked headway within tlie 
Commonwealth itself. Jn theory, the Commoimcalth was an associa- 
tion which was founded both upon the principle of nationality, and 
upon a denial of its absolute value. It insisted not only upon the 
national right of its members, but upon their national obligation to 
the Commonwealth and to the wider family of nations. What were 
the economic implications of this ])olitical ideal? How did it stand 
in relation to the changing economic situation of CVmimonwealth 
nations ? How did it stand in relation to their changing economic 
practice and ideas ? 

The teaching which economists had imparted m a simpler and 
more confident age still served generally as the system of reference 
by which the nations of the Commonwealth adjusted their economic 
ideas and jilans. In the centre of that system stood the theory of 
international trade, and m jiarticular the concejits of a single market 
price and diverse conijiarative costs of iiroduction. These concepts 
were still indispensable to the ec^onomic historian of the British 
Commonwealth. They explained how Australia hail been built on 
wool, New Zealand on frozen meat and butter, the prairie provinces 
on wheat. They explained the historical bonds which had joined each 
of these productive areas to the economic metropolis of Great Britain 
and to trading partners outside the British Empire. They explained 
the ebb and flow of the economic tides which brought prosperity or 
depression to each Dominion. They explained in broad outline the 
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task which the guardians of each Dominion economy still struggled 
to perform — the task of adjusting local costs to world prices But 
they did not explain everything Long before the nineteenth century 
came to a close, industrial prote(jtionism m the Dominions had 
challenged the regulative supremacy of world jirices and comparative 
costs. In the twentieth century, agricultural protectionism in Europe 
rejieated the challenge and emphasized it The nations of the Com- 
monwealth were being compelled both by their own praetices and by 
the practices of other nations to modify increasingly the rules of 
economic adjustment which had governed their growth 

During the fourth decade of the twentieth century, marlvet ])rice 
and comparative cost could no longcj be regarded as the irenerally 
accepted regulator of the world’s economic energies’- The advance of 
science had reinforced the revolt of iialional sovereignty against 
cosmopohtical economy It had increased tin sum total of c'^onomic 
resources which politicians could }>lnv with , it had at the same time 
narrowed many of the gaps in (*omparative costs. It was now in- 
creasingly easy for the nations to imitate one anotner’s economic 
processes ; the simpler ]iro(‘esses of textile manufacture, for example, 
could be established anywhere. Governments were finding it easier 
to demand from their jicojiles those sacrifices of ‘opulence’ which 
they believed or hoped were conducive to social stability and equahty, 
or to the development of national jiower in war The totalitarian 
States were an embodied challenge to the system of economu; regula- 
tion by world price and local cost. Even assuming that the nations 
of the British Commonwealth desired in the main still to live and 
grow according to the old rules, would they be able to do so ? Could 
they continue as if nothing had happened to play the familiar trading 
game of price and cost, now that important partners who had once 
shared the game with them had drojiped out of it and started a new 
game of their own ? 

As we have seen, it was not altogether a new game ; nor could the 
Dominions justly pretend that they themselves were complete no- 
vices at it. But they had never imagined that others would start 
playing it with such ruthless concentration of jmrpose. In their turn, 
they began to catch a new infection of the same purpose. 

The national State justified its efforts to break free of the Great 
Commercial Republic by the argument of power and by the argu- 
ment of welfare. Adam Smith himself, that most balanced of socio- 
logical students, had admitted the discrepancy between political 
activity, aiming at the power of a single nation, and economic acti- 
vity, which increases ‘ the wealth of nations ’ , he had also admitted 
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that the former must m certain circumstances take precedence of the 
latter. But he would have been most unwilling to admit that there 
was any opposition between the wealth of nations and the welfare 
of a particular nation The ‘national system of political economy ’ 
asserted that this opposition also existed. While the totalitarian 
States of twentieth -century Europe were justifying their economic 
measures chiefly by the power argument (guns are more important 
than butter), the overseas democracies of the British Commonwealth 
were using the welfare argument to justify the tentative and hesitat- 
ing steps which some of them were taking along a road which super- 
ficially seemed similar In western Canada, in New Zealand, ordinary 
men were jirotcstmg that they would no longer submit to having 
tlieir lives regulated by tlie impersonal price signals of international 
commerce They a])pealcd from the market price to something w Inch 
they called a ‘just’ price. 

The revolt against the impersonal international price system was a 
product of economic adversity There was little com[)Jamt against 
the system when its signals encouraged producers to bend tlieir backs 
to the work. But the system seemed inhuman when its signals 
warned them to curtail production it seemed to take no thought of 
the men who were put out of work or the borrowers who were broken 
by their load of debt When prices were rising, there was always a 
time-lag before wages began to follow them , there was not much of a 
time-lag before wage-earners lost their jobs in a time of filling jinces. 
Or if, as sometimes hajipeiied, producers were slow in obeying the 
warning signals, their last state and everybody else’s became worse 
than tlieir first. In good times a rising jirice-levcl got little praise for 
tlie benefits which it carelessly scattered , m bad times the common 
man cursed the falling jirice-levcl for its capricionsncss and callous- 
ness Must he always submit to its dictation ? Was it just that 
human life should be kicked about like a football m the game of 
supply and demand ? Should not all the members of every efficient 
and hard-working community be guaranteed a ‘fair and reasonable’ 
return for the labour of their hands ? In phrases like these the 
Australians, at the beginning of the twentieth century, had ajipealed 
from economics to ethics, from ‘the higgling of the market’ to 
distributive justice ^ Thirty years later, the same thoughts and 
phrases elaborated themselves in the mathematical affirmations, so 
fervent, so simple, so elusive, and therefore so fascinating, of the 
Social Credit sect. The new gospel captured a province of western 

^ These phrases occur m judgements of Mr Justice Higgms, first President of the 
Commonwealth Court of Conciliation and Arbitration. 
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Canada , its banner of protest symbolized the bewilderment and hurt 
of Alberta’s debt-encumbered farmers. In Australia and New Zea- 
land the same gospel found many listeners But the listeners were 
not quite convinced. They had their own individual radical tradi- 
tion. It was to this tradition that the New Zealanders returned when 
they elected a labour government in November 1935 It is the 
policy of this government— not partially responsible for the welfare 
of a province, but tully responsible for the welfare of a llornmion — 
which Will best illustrate the tension between politics of welfare and 
economics of wealth, between ‘]ust price’ and market price. 

This tension was not altogether a new thing in New Zealand 
Towards the end of the nineteenth ivntarv, when the radu nl govern- 
ments of Ballance and Heddon w'^re endow tug the Dominion with its 
instruments of industrial icgulation .uid (•( nipiilsor y arbitration and 
social lending and progressive health .ind pensions services, they 
boldly asserted that social justice must take preeedenee of economic 
law In this jienod the New Zeaiaixiers aequireil a mental endow- 
ment wliich became habitual with them. * If New^ Z danders’, one 
of their number lia« assorted ‘can be^ said to have any social or 
economic theories, pride of place must be given to the general theory 
that human considerations sliould take precedence of economic pro- 
gress, or perhaps that true economic jirogrcss can in the long run only 
be based upon human welfare That saving clause at the end of the 
sentence testifies to the long run of economic good fortune which 
had mitigated or postfioncd the conflict between the aspirations of 
New Zealanders and the facts of their economic situation The New 
Zealanders had not really been so bold as they imagined in their 
ethical defiance of economic law The international division of 
labour was the law of their own jirogrcss , there was no need for them 
to challenge it when a little intelligence in distributing the benefits 
which it show^ered upon them w as sutlicient to secure ‘ fair and reason- 
able ’ conditions of livung for tliem all The general trend of prices 
from 1890 to 1930 (coinciding as it did with technical advances in 
refrigeration, transport, and farming methods) made their situation 
sullieiently comfortable. Tn the political make -up oft he country it was 
the farming interest, highly favoured by the electoral law,'-^ which held 
the balance. The farmers were proud of their pioneering tradition, 
proud to think of themselves as the backbone of the country Provided 

^ J B Condliffe, New Zealand in the Making (London, 1930), p 364 

^ There was a ‘country quota’, by which a fictitious 28 per cent was added to 
the rural population before the Dominion was divided into electorates on ‘an equal 
population basis’ 
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that costs were not piled too heavily against them by increases in 
the tariff (and their political weight was sufficient to prevent that) they 
did not take it amiss that the government’s welfare policies dis- 
tributed among less -favoured classes the wealth which they brought 
into the country by playing the game of world prices. On the whole, 
they did very well for themselves by playing the game. 

But the price collapse of the early nineteen-thirties dealt tiie New 
Zealand farmers and most other classes of the community a dirtier 
blow than any which they had ever received before or conceived to 
be possible. It was the grass-lands, the industries which depended 
upon the sheep and the cow, which received the direct impact of the 
blow. But these industries were the foundation of the economic 
structure In 1928 farm production was about 05 per cent, of New 
Zealand's total production The export of pastoral produces was 
about 92 per cent, of New Zealand’s total exports The collapse of 
export prices instantly transmitted the world slump to New Zealand, 
and shook her whole economic structure. 

To fend off the hurricane and repair the damage which it had 
already caused, the New Zealand government adopted the traditional 
defensive measures, tempered by some experiment. Tradition en- 
joined a deflationary pohey which would cut costs proportionately 
to the fall in prices , experiment aimed at mitigating the jiressure of 
prices upon costs by lowering the exchange value of the New Zealand 
])ound. As experimenters, the New Zealanders were slower and less 
daring than tlie Australians The traditional deflationary elements 
111 their programme of defence were more strongly marked It Avas a 
programme of ‘all round sacrifice’.^ It directly attacked wages, and 
made it easier for employers to attack them by removing the protec- 
tion of compulsory arbitration winch wage-earners had possessed for 
more than forty years. It directly and indirectly attacked the fixed 
charges of public and private debt (here the experimental side of the 
programme temyiered the traditional deflation, whi(;h was wont to 

^ Soo New ZcdUiml Report of the Economic, Committee, 1932, p 25 Otlior basic 
ofTidal (lotuineiits for the study of depression and recovery in Now Zealand are tho 
Report of the National Expenditure Committee, 1932 , Report of the Monetary Committee, 
1931 , Report of the Tariff Commission, 1934 , Report of the Dairij Industry Commission, 
1031 See also W Ji, ^utch. Recent Economic Change in New Zealand , H Bolshaw, 
Recovery Measures in New Zealand (Wellington, Bolshaw, Williams, and 

Stephens, Aqricidtural Organisation in New Zealand (Melbouino, 1936), and Con- 
temporary New Zealand, written by vanous authors for tho British Commonwealth 
Relations Confeienoo of 1938 Tho differoneo between tho New Zealand programme 
and the Austialian (which also aimed at ‘equality of saerifice’) cannot bo closely 
examined here. It was a dilTerence, not of principle, but of degree and of balance; 
none the less, tho difference in certain important respects (e g tune and extent of 
exchange depreciation) was not negligible. 
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concentrate the impact of adversity upon producers for export) and 
secured a large reduction in the rate of interest. It cut public ex- 
])enditure and shut down jiublic works. Governmental borrowing 
was for the time being out of the question , but the government might 
have sustained purchasing jiowcr by a iiolicy of deficit finance.^ 
Instead, it strained every nerve to acliicve a balanced budget. In 
1934-5 its efforts were rewarded by success It had brought tlie 
patient round By the end of l‘.)35 a leaner and tougher New^ Zealand 
found herself in good economic trim But there had been a heavy 
cost to pay in social welfare. A flotsam and jetsam of discourtiged 
and unhajipy humanity was still drifting aimlessly around New 
Zealand’s cities and along its roads . ^^ow^ tliat the struggle for econo- 
mi(^ recovery had siu'ceeded, a leaction set in Need New Zealand 
ever again go through the same e\|)er::'n<*c Must slie for ever 
submit to the impersonal pressuK of neces^it-y transmitt< d from that 
outer world to w hich she w as hound [)rodiuer, trader, and debtor 
The labour parly pledged itscM to inaugurate a new ago of national 
economic independence and fieisonal security It promised 

‘to organize an internal economy that will distribute the production 
and services of‘ the Dominion in a way that will guarantee to every 
person able .ind willing to w ork an ineome sufficient to provide him and 
his dependents wath everything necessary to make a “home” and a 
“ home life ” m the best sense of the meaning of those terms'. 

Year by year the labour government solemnly repeated that pledge ^ 
The once-radical denux racies of Australia and New' Zealand had 
often been reproached or complimented in recent years as pioneers 
wdio had grown tired or grown wise. The labour government of New 
Zealand called to life again the earlier radical tradition Its ‘policy 
of bringing happiness and jirosjierily to all’ reached its climax — 

* Looking bark, it is easy to hee now that tins would have boon sound policy. 
London fundn piled up uselessly througli lack ot piirohasing power in New Zealand. 

^ H Belshaw, ‘Stabilization in a Dependent Kconomy’, Econoinu Record^ April 
1939 Evciy economy, he says, is ‘dependent’ m that it is liable to disturbance 
thiough its commercial anti financial connexions with the outside wmld, but the 
lollowing cnteiia are impoitant foi indicating degioes of dependent o (1) proportion 
of external to internal tiade, (2) pioportion of agiu nltuial anti law matt^nal pro- 
duction m export trade, (3) net annual amount of (ixeil oveiscas obligations, (4) net 
annual amount of overseas borrow mga By all these tests. Now Zealand’s economy 
was m high degree a dependent one, and she must bo eoi respond uigly sensitive to 
disturbance from outsitle 

® Kloction manifesto, quoted by the Hon. Walter Nash, Budget 1936, p 1 Cf 
Budget 1937, pp 8, 25 ‘The purpose of the Government is to bung security to all 
our people. . No more . no less . than equal treatment to all workeis in town 
and country The Government looks fotwaid to being able to complete its policy 
of bringing happiness and prosperity to all.’ 

T 
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though it was not really a climax, the Prime Minister said, only a 
‘substantial instalment’ — in the Social Security Hill which the 
government published in 1938. This measure contained a list of 
health services and pension benefits on a scale which placed New 
Zealand in the forefront of welfare-distributing communities. In 
the previous three years, the government had already done much to 
improve the lot of the less fortunate classes. By a vigorous public 
works and housing policy, financed in part out of a special fund, it 
had fouglit unemployment. It had speedily restored to workers the 
rights and privileges taken from them during the depression , it had 
extended those rights and privileges It had restored the arbitration 
system in full and made trade unionism compulsory, with the result 
tliat New Zealand in 1937 contained 230,000 trade unionists as 
against 72,000 in 1933. It had established a working week of forty- 
four hours, and had forbidden em]iloyers to compensate themselves 
by redu(“ing wages. It had brought city wages back to the ])re- 
depression level, and for the first time in New Zealand’s history had 
brought the farm labourers under the protection of public authority 
In the past, wage regulation had covered the seasonal labour of 
shearers and shed hands and the like, but it had not covered the 
labour of the regular farm hands. At the depth of the depression, in 
1933, these men were earning on the average 17.9 a week and 
their keep. The Agricultural Workers Ac‘t of 1936 made provision 
lor their fair and reasonable needs, not forgetting their housing 
needs But if the 8tate thus took care of the farm worker, what 
about the farmer? And what about the farmer’s family? Tlie 
government did not shirk this challenge Justice, if it meant any- 
thing at all, must mean justice all round- -'no more, no less, than 
equal treatment to all workers m town and country' The farmer 
was a worker, though he did not earn a weekly w^age The farm 
labourer had been guaranteed a fair w^age ; the farmer must be 
guaranteed a fair price. But it was the world market which in the 
jiast had alw'ays determined the price of farm products, Tlie labour 
government’s pledges w'ere now at last raising the fundamental issues 
— the relation between welfare and wealth, between ethical aspiration 
and economic necessity, between market price and 'the just price’. 

The logical sequences of a political programme are doubtless much 
clearer to the historian who traces them after the event than to the 
politician who sees the event contemporaneously as an uninterrupted 
stream of problems, plans, emergencies, and improvisations. It 
w^ould probably be wrong to imagine that the New Zealand govern- 
ment consciously and sharply defined the issues, or that its promises, 
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pronouncements, and legislative measures expressed a consistent 
theory and plan. Its policy seems frequently to have been based on 
faith rather than on sight. In a broadcast address on tlie Social 
Security Bill, the Prime Minister declared that the State’s ])ound for 
pound contribution to the benefit funds would lay ii|)on the Ex- 
ehequer ‘a load that could only be borne by a couni ry made increas- 
ingly prosperous by the deliberate policy of the Government ’ This 
statement implied unlimited faith in the power of national action* 
Seek ye first welfare, and wealth ivill be added unto you A similar 
faith found expression in a carefully prep.ared statement by the 
Minister of Finance 

‘To suggest the inevitability of slumps and boora-», ’ lie said, asso- 
ciated as they are with affluence for a Innited numlicr during a ircnod, 
and followed by unemployment, desliiutmn, haniship and privation 
for the masses, is to deny all coii^^ lous ]>rogri ssive purpose 

This declaration of faith did not e\])lani precisely how the con- 
scious progressive purpose^ of a national sovereignty (‘ould free a 
community whose life depended upon international uade fjom the 
effects of the trade c \ ole Souk members of the government pos.ssibly 
believed that welfare policies were themselves a cuic for the poverty 
inflicted on New* Zealand by falling w'orld prices Did they not 
sustain purchasing power and thereby kec]) the wheels of industiy 
turning We have already seen that the government had also taken 
to itself extensive ])ow'ers of sustaining juii chasing jiower by central 
bank (Tcdit ^ But the Minister of Finance did not conceal his belief 
that this metliod of stimulating development and the production of 
goods, though it was an essential and an important one, had its limita- 
tions, It would be used, lie said, ‘inside sound financing ])rocedure’ ^ 
The govei nment hoped to sup[)ort its w elfare and purchasing power 
policies by a jiohcy of economic reorganization It felt that New 
Zealand had too many eggs in the export basket, and too few markets 
where she could dispose of her eggs. It was alarmed, not merely by 
New Zealand’s dependence on external prices, but by the signs of 
congestion and the threats of restiictioii in the biggest and best 
market. If the demand of Great Britain could no longer support New 
Zealand's increasing productive capacity, the Prime Minister declared, 
the Dominion must either find new external markets or hasten the 
expansion of the internal market by pushing forward the development 
of manufacturing industry. Th c Prime Minister favoured both poheies, 
but particularly the latter, which appealed to him as a means of 
increasing population and of strengthening defence 

^ Budgeiy'B 6, 1937, p. 25. ^ Soe above, pp, 197-8 ® i?ut7^7e^, B. G, 1938, p 24. 
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This trend of policy recalls the aspirations of economic nationalism 
in Ireland. The situation of these two widely separated countries was 
indeed strikingly similar. Both wanted a better-balanced economy 
for its own sake , both wanted it also as a means of realizing their 
population ambitions Both must begin their similar enterprises as 
countries depending basically on the ]>roduction of their grass -lands , 
both depended u])on Great Britain as the chief purchaser of their 
grass-land production In one respect New Zealand could begin her 
experiment under conditions more fortunate than those in which 
Ireland had begun hers New Zealand enjoyed preferential treatment 
in the British market , Ireland had been fighting an economic war 
with Great Britain, and was subjected to least-favoured nation treat- 
ment But Ireland had one great advantage which was denied New 
Zealand. Her strong creditor position cushioned her against the 
immediate rebound of her own errors, and gave her a comfortable 
margin of time m which she might attempt to shift the balance of her 
economy. New Zealand was a debtor country , she had to watch the 
barometer of her ‘net assets in London’ , their movement (unless she 
were reckless enougli to challenge the consequence of national default) 
would govern the pace of her experiment. Apart from these differ- 
ences, the economic problem which the two countries had to face 
stated itself broadly m the same terms. Because of their small home 
markets, if for no other reason, both of them laboured under a com- 
}>arative disadvantage in industrial production. But both of them 
enjoyed a comparative advantage m grass-land production. Their 
j)roblem was to redress the disadvantage without sacrificing too much 
of the advantage, to develop new economic activities without unduly 
raising the ('osts which fell on the old ones. For tlie old ones were still 
fundamental The experience of the Irish, who were driven by an 
ancestral political asjiiration and an economic dogmatism of which 
the New Zealanders had no conception, had already proved that. 
The Irish were already chewing over their experience when the New 
Zealanders were at the beginning of theirs. They could point to 
many tangible and satisfactory results of their drive for economic 
diversification. But their population hopes had been bitterly dis- 
appointed, their creditor position had deteriorated: costa had been 
piled on their export mdu.stries, while these industries — together with 
the British outlet for their production — still remained what they had 
been before, the country’s most vital economic interest. ^ 

^ The Irish oxperionce hay been very fully discussed above, vol i, chapter in, 
section 111 Since then, the report of the Commi'fsion of Inquiry ^nto Bankingy 
Currency and Credit {Dublin, 1938) has brought together a gieat deal of new material. 
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New Zealand economists were })repared to look favourably on a 
drive towards industrialization , but tlicy believed that it would not 
succeed unless there was an increase of industrial efficiency Indus- 
trial elliciency in its turn dejiended jirimarily on an enlargement in 
the size of the manufacturing unit ^ New Zealand factories were 
scattered units far below the optimum size , there were seventy-five 
boot and shoe factories wliere six or a dozen would have been suffi- 
cient, and a similar state of things existed m most other branches 
of manufacture. The economists therefore favoured firm government 
control of industrial development, with a view to rejiressing the ten- 
dency towards a fragmented inefficK ncy. This tliought seemed to 
find expression in the Industrial Eftu .enc\ Act, 193f5 vliicli set up a 
Bureau of Industry and charged it with the task of ‘bringing eco- 
nomic planning into the whole niduslri.il '^pheie’ The Bureau was 
composed of government officials togethci ith two reyjiesentatives 
each from the maiiufactunng, fainmn/ .ind tiade union interests. Its 
functions were m [lart <ulvisorv ^to make surveys of the industrial 
field and to sulimit recommendations-— and in part oxccutivc—to 
issue licences to pnxlucers 'flic responsible minister might at any 
time direct that no person or comfiany should engage in pioduction 
in a s])ecific industry except under a licence issued by the Bureau. 
Industrial committees with a strong producer re])resentation might 
be set up to assist the Bui can in carrying out a licensing scheme. By 
the end of 1938 twenty of tliese schemes had come into operation 
But it was difficult to see tliat any of the schemes had appreciably 
improved the efficiemy uf New Zealand industry Idiere had been 
no drive against the small-scale dispersal of manufacture. Some 
critics believed that the licensing system was tending to perpetuate 
the survival of inefficient units by shielding them from healthy com- 
petition.^ In the meantime, and jn desjiite of the government’s 
increasing control of internal marketing and its anti -profiteering 
activity, the costs of ]3roduction due to general government jiohcy 
were rising quickly, in unpleasant contrast with the movement of 
Australian costs ** No wonder there was delay in carrying out the 
rnuch-advertised plan of establishing large-scale steel works m the 
Dominion. The drive for industrial expansion had not as yet made 
a very vigorous start. 

^ Economic Reconl, June 1938, p r>8 And op eit , June 1936, p 47 

^ N Z. Department of Industries nrul Commerce^ 1937, p 24 

^ Contemporary New Zealand, pp 71-2 Tho Bureau, however, protected that 
it was not merely ‘maiutainmg tho status qnn\ Department of Industiies and Com- 
merce, Report 1938, p 21 

* Economic Record, June 1938, p. 85. 
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The metliod of the drive, nevertheless, was extremely interesting ; 
it enabled the government to fit the planning of home development 
and the planning of external trade into a single pattern of state 
activity. The pursuit of manufacturing expansion during a time of 
rising costs might seem to demand a sharp increase of tariff protec- 
tion. In February 1938 the New Zealand tariff was indeed given an 
upward screw. But the government had no wish — probably it did 
not have the power — to break radically with the low-tariff tradition 
to which the farming community clung. It favoured an alternative 
method. Its intention was to reserve part of tlie industrial field for 
planne<l home development, and leave the rest of the field oiien to 
lightly taxed overseas competitors. In the sphere reserved to New 
Zealand manufacturers costs would be kept low by a specialized 
efficiency able to plan for a market of reasonable size , outside this 
sphere costs would be kept low by the old method of competitive 
pioduction and sale. This was a neat idea; but it could not easily 
be acted u])on by unilateral decision. It affected the established 
interests and even the legal rights of New Zealand’s trading partners 
The chief of these partners, (Ireat Britain, had always aimed at 
securing fair competitive opportunity over the wliole field of industry, 
and it was this principle (with the rather confusing qualifications 
demanded by the economic nationalism of the Dominions) which was 
written into the general clauses of the Ottawa agreements. The New 
Zealand government would therefore need to secure the acquiescence 
of the British government before it could put this part of its plan into 
ofieration 

The Ottawa agreements, together with the interests which they 
expressed, limited the New Zealand government’s jiower of making 
another of its wishes effective. It wished to increa.se the sales of its 
grass-land jiroduction m foreign markets, and hoped to do so by the 
metliod of bi-lateral trading agreements. By pitching some of the 
fireferential duties liigher than her Ottawa pledges demanded, New 
Zealand had left a margin for trade -bargaining In 1935 she made 
a bargain with Sweden, in 1936 she made one with Greece, in 1937 she 
made one with (Germany, in the last-named year she opened negotia- 
tions witli nearly a dozen other countries.^ But agreements of this kind 
could not greatly expand New Zealand’s sales in foreign markets 
unless New Zealand was able to permit an equivalent expansion of 
foreign sales in her own market Failing a marked increase of pur- 
chasing power, this would mean a considerable displacement of 

^ See Economic Uecord, December 1934, p. 253, Jime 1938, pp. 83 ff , and New 
Zealand Year Booky 1938, p 277. 
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British trade for the benefit of foreign traders. This was impossible 
— not merely because of sentiment, or because New Zealand was 
bound by specific obligations, but because she depended on the 
British market to absorb more than three-quarters of her export 
production. Not until she had revised her trade relations with Great 
Britain would she be able to expect substantial results from her policy 
of bilateral arrangement with foreigners. In 1930-7 the Minister of 
Finance tried to {)ersuade the United Kingdom government to meet 
New Zealand’s wishes.^ First of all, he asked it to acquiesce in New 
Zealand’s industrial plans by surrendering the right of Biitish manu- 
facturers, subject to the agreed tariff limitations, to comjjete freely 
over the whole field. He promised that this new restriction on the 
classes of imports which New Zealand took liom Great Britain 
would not mean a reduction m their total volume But at the same 
time he submitted a very alarming pro[)osal for the bilateral balancing 
of commercial transactions between the two countries. He invited 
the United Kingdom to accept the principle that it should sell no 
more to the Dominion than the money value of its purchases from it, 
7mnus the Dominion’s payments under the heads of interest, shipping 
services, and other ‘invisibles’, together with ‘jiroportionate’ instal- 
ments wiping out its cajiital debt. If Great Britain had been foolish 
enough to accept this proposal, she would have found her export 
trade to Empire countries most mercilessly slashed , for with the 
majority of them she possessed, if invisible items were counted, a 
very pronounced favourable balance of jiayments It was naive to 
imagine that she would, or could, surrender this element m her 
economic strengtii for tlie sake of a theory of bilatcrahsm in which 
she disbelieved. Yet, desjnte this disillusionment, the New Zealand 
government seemed at the end of 1938 to have reached one of the 
ends which it had proposed to itself — the selective licensing of im- 
ports. The means employed was exchange-control. But it was the 
undesired and unforeseen consequences of New Zealand policy, not 
the triumphant fulfilment of a plan, which led to this result. As will 
be seen later, exchange-control had to come for the simple reason 
that there was insufficient exchange to meet New Zealand’s 
obligations as a debtor, and to satisfy her normal needs as a 
trader. 

The neat jiattern of planned home development and planned 
external trade could not at the will of its designers impose itself on 
the complicated and stubborn material of economic circumstance. 
New Zealand, like Eire, still remained dependent on the British 
1 Budget, B. 6, 1937, p. 10 
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market ; she might indeed have counted herself lucky that the British 
market gave her export trade so much more shelter than it was able 
to give to the trade of iier sister Dominions New Zealand had found 
no way of escape from the game of demand and sujiply, of price and 
cost. But her government still believed that it could make the game 
less of a rough and tumble, tliat it could take measures which would 
save New Zealand’s farmers from taking so many of the hard knocks. 
It believed that by an intelligent management of the business of 
selling it could iron out violent fluctuations of price and secure for the 
farmers a return which would be both steady and ‘just’. Between 
19‘}6 and 1931) it was trying to prove its argument by an experiment 
with the dairy industry. Idle situation of that industry and the 
experiment in which it became involved will repay examination. 

The basic document to start from is the Dairy Industry Com- 
mission Rc]>ort of 1934. That report was m harmony with the 
general policy of economic recovery which the coalition government 
was pursuing The report rammed home the newly learnt lesson 
that the British market was not a bottomless one , at the same time 
it made it quite clear that no supplementary markets of any sub- 
stance were at present available. It exhorted the New Zealanders to 
cling to, and if they could, improve upon the preferential advantages 
which they had secured at Ottawa. But it also called upon them to 
improve by all means possible their competitive strength The five 
shrewd authors of the report did not hesitate to recommend new and 
radical means of achieving this aim. In accordance with their recom- 
mendations, there occurred a drastic overhauling of lural indebtedness 
and a re-sliajiing of the rural credit institutions ; there also occurred 
a marked extension of govcinment control, working through the 
Executive Commission of Agriculture. But neither the committee 
nor tlie coalition government intended these ineasuies to be a substi- 
tute for the cutting of costs, which was tlie time-honoured answer 
to falling [)nces On tJie contrary, it was the puipose of these unpre- 
cedented measures to ajijily the old policy of cutting costs in a form 
Hidficiently drastic to meet an unprecedented collapse of prices. The 
commission insisted that tlie price signals must be obeyed. 8ome 
peo[)le had proposed a government subsidy to the dairy industry , 
the proposal was rejected Other people had proposed a scheme for 
meeting the losses of bad years out of the jirofits of good years The 
commission pointed out that an insurance fund must have money 
in it before it could begin to make payments’ if New Zealand in- 
tended to establish an insurance fund for the dairy industry, it would 
have to wait until it could build the fund up in a time of high prices 
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Even if this were done, the committee doubted whether a scheme 
for ‘equalizing’ prices between good years and bad ones would 
work ^ 

The labour government nevertheless made ‘equalization’ the 
watchword of its dairy industry policy. It embodied this policy in 
the Primary Products Marketing Act, 1936. Exercising the powers 
which the act conferred uf)on it, it made itself sole purchaser of all 
dairy produce destined for the export market It entrusted the 
marketing of this produce to the specially constituted Primary 
Products Marketing Dejiaitrnent, wliich paid the proceeds of over- 
seas sales into a special account with tho Reserve Hank The Reserve 
Bank was authorized by statute to grant to the Primal y i’roducts 
iMarkcting Dejiartment (or to any department or hoard perfoiming 
similar functions) overdraft <iccomino(hi1 ion to an unlimited amount. 
All this was extremely interesting But tho crucial question for 
farmers, and for taxpayers also, wms — - what kind of price would the 
farmers get ? 

It was precisely on this question that government policy and the 
legislation which embodied it lacked clarity. ‘Equalization’ might 
mean one of two things it might have a strictly economic meaning 
as the ironing out of price fluctuations over a period of years, or it 
might have a wclfare-and- justice meaning as the ironing out of social 
inequality The government intended both meanings, but its state- 
ments and legislation gave no dermite clue as to what would happen 
if one meaning came into conflict with tlie other It was the first 
meaning, war against price fluctuations, on which the government laid 
most stress m its earlier pronouncements The preamble to the act 
also laid stress on this meaning, and the committee entrusted with 
the task of fixing the first year’s jirice to dairy-farmers had merely 
to jierform the feat of striking an average m the price fluctuations 
of the jirevious eight or ten years But the committee’s task would 
not be so simple in years to come. Jt must then be guided by the 
instructions contained m section 20 of the Act, which directed it to 
pay attention, not merely to the previous jirice level, but to the 
necessity m the public interest of maintaining a healthy dairy 
industry, the costs involved in efficient production, the general 
standard of living of persons engaged m dairy production compared 
with the general standard of living throughout New Zealand, depart- 
mental costs, and ‘any other matters deemed to be relevant Mean- 
while, government spokesmen were increasingly laying stress on the 
dairy farmer’s right to a fair and reasonable standard of living, on 

^ Section 152 of the report. 
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a basis of equality with other New Zealanders. The idea of the just 
price was driving out the idea of market price, 

‘Equalization’ in the economic sense of the word did not mean 
a revolt against the price signals ; it meant rather an attempt to 
respond to these signals more steadily and intelligently, instead of by 
the customary violent spasms. The idea of keeping m the bag some 
of the profits of good years in order to even up conditions in bad 
years was a promising idea. There was no reason why policy should 
not make the idea eftectivc provided it covered the whole period of 
the trade cycle. To be sure, the policy would break down if it had 
to face, not merely fluctuations in world prices, but a steady down- 
ward trend. There was, however, a more immediate danger than 
that. Farmers had votes , and farmers wanted, not a stabilized 
economic price, hut a ‘just’ price. TJiat is to say, they w^anted a 
subsidized standard-of-livmg price when the market price was bad, 
but they wanted the wliole of the market price when it was good 
It would have needed unusual ]3olitical courage to resist their impor- 
tunity In the first year of the new order the government made 
a 2 per cent, loss on the difference between t)ie price it paid the 
farmers and the jnice it got in London , but it did not debit the loss 
against future payments to the farmers After all, was it not a trial 
year ? In the second year the government made a profit on the 
transaction, and was in a position to put something substantial into 
tlie bag as ‘insurance’ against bad years in the future. What it did 
was to keep £500,000 in the bag and distribute the rest as a supfile- 
mentary payment to the farmers. In the third year a committee 
representing the government and the industry recommended a 
justice-and-welfare price which was not only above tlie market price 
but bc 3 "ond the limit of financial jirudence. Tlic government com- 
promised by fixing a price midway between the price rccommendeel 
and the price paid in the previous year. 

It w^ould be ungenerous to exaggerate the w eaknevss of the govern- 
ment; it might have done worse. But it had not done well enough 
to create any confidence in tlie cai)acity of the new policy to solve the 
problems which it had jiromised to solve. If ‘equalization’ meant 
the transference of income from prosperity years to depression years, 
the essential condition of its success was a severe actuarial detach- 
ment supjiorted by tlie firmest political resolution. This condition 
had not been fulfilled. If, on the other hand, equalization meant 
justice, if it meant ‘no more, no less, than equal treatment to all 
workers in town and country’, the government was then only at the 
beginning of a gigantic task whose economic consequences could not 
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be prophesied. The government had already compensated cheese 
producers because their economic earnings were less than those of 
butter producers. Would it not m justice and in logic be compelled 
to compensate the whole body of dairy producers if tlieir economic 
earnings became less than those of other farmers — to say nothing of 
city workers ? But supposing that these measures of ‘equalization’ 
created a substantial and persistent deficit in the Dairy Industry 
Account with tlie Reserve Bank ? According to the ethics of 
‘equalization’, the profits of other industries — the meat industry, 
for example — ought tlien to be di-awn on to make good the deficit. 
The new system, if it were ])ersistcd in would draw all New Zealand’s 
industries within its control Under i he old system the profitable 
and unprofitable emjiloyment of land, capital, and labour liad ficcn 
indicated by the price signals, under the new system the direction 
of economic activity would be determined by political decisions. 
This was happening in the autarkies of h]uro])e, but their successes — 
assuming that they wore successes - were beyond the reach of an 
immature economy like the Nf^w Zealand one. New Zealand had to 
meet every year an inteiest bill of about £9,000,000, and pay upwards 
of four extra millions on ‘invisible’ items of account , she had to find 
external markets for more than 40 per cent, of her total production } 
lier exports besides were vulnerable because they covered a narrow 
range of agricultural and primary yiroducts. Supposing that the total 
receipts from their sale fell definitely short of the total ‘equalization’ 
payments which the government made to the New Zealanders who 
produced them ? What terms would the ‘just’ price make then with 
the market price ? 

Questions of this kind were inevitably being asked in 1938 and 
1939 They ranged far ahead of events w4nch had actually occurred , 
but they arose out of the trend of events w Inch were already occur- 
img. It w^as not only the situation of the dairy industry w'hich was 
throwing into sharj) relief the discrepancy between a subjective 
concejition of welfare and the objective means of wealth The dis- 
crepancy was still more emphatically emphasized by the general 
financial situation. The end of 1938 witnessed the symbolical and 
ambitious expression of welfare philosophy m the Social Security 
Bill , it witnessed at the same time the rapid and ominous drying up 
of New^ Zealand’s financial reserves In the middle of 193o (the 
middle of the year w’as always the peak period) the Dominion’s 
‘net assets in London’ were £46,000,000 ; in the middle of 1936 they 

^ Belshaw, loc cit , ostimatea New Zealand’s procluclion in 1935-6 as £1 14,000,000, 
and her exports as £50,000,000. 
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were £43,000,000, m the middle of 1937 they were £36,000,000; in 
the middle of 1038 they were £28,000,000 ; m the middle of 1939 they 
were £12,000,000^ This draining away of resources occurred in a 
period when the prices paid for New Zealand’s chief exports could 
not be called unfavourable, and were certainly better than the 
average prices realized by Australia’s exports. In 1938-9 it reached 
a j)oint wdierc the Dominion’s solvency came under menace. As a 
result, the government had to face some of the contradictions which 
were contained within its policy 

The first contradiction w^as between its liberal siiending policy and 
the financial means wdiich it (*ould command. In 1939-40 the esti- 
mates for social services alone were as large as the total expenditure 
of 1928-9, The increase was provided for by taxation , but taxation 
provided only a diminishing jiroportion of jiubhc w^orks expenditure. 
That expenditure had also outrun the capacity of internal borrow mg, 
based upon the genuine savings of the community. In 1938-9 the 
government had recourse to the Reserve Hank for £14,000,000, 
mainly for jiubhe works. Tlic resultant expansion of jiurchasing 
power stimulated imports and intensified the pressure on London 
funds The government was therefoie com [idled to institute exchange 
control in order to conserve the means of meeting the country’s 
obligations and of financing essential imports There was, it is true, 
no theoretical contradiction between exchange control and the 
principles of economic planning which the government ])rofessed ; 
but m practi(;e exchange control arose out of sheer necessity, not out 
of principle. Moreover, it entangled New Zealand policy in other 
contradictions, both theoretical and practical The government was 
committed to a policy of industrial development and efficiency ; but 
this policy must fail unless New Zealand, by purchase or borrowing, 
could vsecure the essential plant. It was committed to the abolition 
of unemployment , but employment was being threatened by the 
country’s limited capacity to import essential raw- materials. The 
government had promised to raise the standard of living, and it had 
done so , but the rising cost of living was beginning to eat into this 

^ See the vor^ useful Statistical Sumnian/ issued monthly by the Keserve Bank 
of New Zealand, and The Economist y 29th September 1939, The figures are in New 
Zealand currency 

Expenditure, S, N E millions 
1028-9 1935-6 1938-9 1939-40 {est.) 

24 17 2,^ 89 3.5 77 38 24 

For 1939-40 the estimated expenditure on social services (including education and 
health) was £ N.Z 23 57. Taxation per head was £12. 4,s Sd in 1928-9 and £25 10^. 
in 1039-40. 
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achievement. It had promised to eschew external borrowing and to 
reduce the existing burden of overseas debt , but sheer necessity 
compelled it, in the middle of 1939, to send the Minister of Finance 
to London in quest of credits. It was his immediate and } pressing 
concern to secure the conversion of £17,000,000 of debt maturing on 
the 1st January 1940, to secure credits which would cover essential 
imports (some of which had already been specifically licensed) and to 
raise a loan for defence. His mission was a success Its result was to 
give New Zealand additional time for thinking out the relation 
between her internal ])ohcy and the objective economic facts of the 
larger world with which she was insep..rahly associated 

There is no reason for doubting that New Zealand democracy was 
fully capable of performing that task Noi is there any reason for 
writing down the experiments of 1935 as i failure A few < oiiser- 
vative and frightened souls might ci\ Mum (they had cried it m 
Australia in 1931) but a country -Adam Smith has said it — will 
stand a lot of 'ruin’. Affairs in New Zealand had not gone altogether 
according to plan, human affairs seldom do. The hisiuiian, surely, 
IS not bound to chronicle ever> departure from the rules of economic 
j)ohcy which jirevailed before the great depression and the ascen- 
dancy of Mr. J. M Keynes, as if he w'cre telling the story of the Fall 
of Man ? Some of the changes which took place in New Zealand were 
inevitable , some of them w^ere demonstrably beneficial It may be 
that tlie government which initiated them persuaded itself too easily 
that it was leading a new Ascent of Man Like many other govern- 
ments whose policies have been analysed in this volume, it cherished 
some illusions. Experience was revealing to it that illusions have to 
be paid for If it should still cling to them too obstinately, the remedy 
would he with New Zealand democracy. DemocTacy, like other 
forms of society and government, makes mistakes, but a sound and 
w^ell-educated democracy continually justifies itself by learning from 
its mistakes. The contradictions with which New Zealand democracy 
was pre-occupied during the finst half of 1939 were not fundamental , 
they w'ere the contradictions which exjieriment discovers and which 
experience resolves 


The supreme contradiction of war was now threatening New 
Zealand and all the other members of the British Commonwealth 
The debate between market price and ‘just’ price was after all only 
a little skirmish compared with the violent controversy between 
opulence and defence, between the Great Commercial Republic and 
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the nation in arms. For many years that controversy had been 
shaking Europe. It is desirable to refer to its effects upon economic 
policy within the British Commonwealth. But since the full effects 
will not be known until many years have passed, it must be sufficient 
to indicate a few general tendencies. 

Adam ^Sinith was aware of the conflict between ‘ the natural propen- 
sity of mankind to traffic and exchange ’ and the need of the nation 
to [irovide for its defence ; but the conditions of his time had per- 
mitted him to set national defence on one side as an unex{)lored 
reservation to his working theory of economic society. The changed 
conditions of the twentieth century would hardly permit this ab- 
straction. In continental Europe, the exceptional was becoming the 
normal. The ‘economics of siege’ were becoming a part of everyday 
life. Under this lowering dis^iensation, the signals of jirice and 
comparative cost were ceasing to regulate the world’s economic 
traffic. ‘A must grow, not what he is most fitted to grow% but wdiat 
will save most shipping sjiace B must make, not what he is most 
fitted to make, but what can be made most easily out of local sawdust 
and mud.’i In the conditions of international anarchy which w^re 
rapidly returning upon the world, no nation, not even the most 
isolated one, could escape altogether from the pressure of this irra- 
tional necessity. But the pressure operated upon different nations 
with a differing intensity, according to their geographical situations 
and their natural resources and their strategic endowments The 
nations of the British CVimmonwcalth, and even Great Biitain her- 
self, had considerably more elbow-room than tlic nations of con- 
tinental Euro[)e It might still be possible for them, excejit m time 
of actual war, to strike a tolerable balance between the claims of 
o]iulence and the claims of defence Even when the latter purpose 
was prominent m their minds, they might still on occasion conclude 
(as intelligent mercantilist statesmen had sometimes concluded) that 
a w^cll-stored reservoir of general economic icsourccs would prove 
in the long run a more formidable source of power than armaments 
whi(!h were so massive that they crushed economic and social vitality. 
It miglit certainly be argued on the other side that the list of absolutely 
indispensable instruments of defence was rajadly lengthening. Yet 
tliat argument could be carried too far, it could be made to prove 
that no nation or no empire was safe unless it could control the whole 
world. To tilt the balance too far against the Great Commercial 
Repubhc ended in an absurdity. 

^ Soo J M Roboitson, ‘Tlio Future of Jntomational Trade’, in Economic Journal 
March 1938 
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The nations of the British Commonwealth, despite some aberra- 
tions of policy, desired on the whole to maintain the system of inter- 
national s{)eeialization and exchange out of which their several 
national households had sprung. But the stubborn element of power 
imposed itself upon their will, both as exporters and importers. 
Europe’s policies of self-sufficiency constricted the outlet for their 
agricultural production when Italy, Cermany, and France deculed 
to jiay double the market rate for their home-grown bread, wheat 
ceased to be ‘good’ on the prairies ^ Simultaneously, the tempo of 
their own industrialization was increased, not merely by their 
jirotectionist self-will, but by the necessities of the changing strategi- 
cal environment in which they lived. Jo the dec isive century of their 
growth, they had been sheltered (never had young nations enjoyed a 
more coinjilete shelter) by the naval power of Creat Britain. Air 
power was now threatening the centre of their sea ('ommonwealth 
Even if the influence of sea power upon history should still cjonform to 
the argument of the ])ast, the argument might not always work out 
to the advantage of the Commonwealth there was the submarine , 
there was the possibility that new combinations of naval jiower 
might cut the C‘ommon wealth’s oceanic communications This [lossi- 
bility had startling implications for economic jiGlicy. During the war 
of 1914-18, the jiowcr argument had almost as a matter of course 
stated itself in the context of imyierial centralization The Domi- 
nions Royal (Commission had surveyed the resources of ‘the Empire 
as a whole’, never doubting tliat Creat Britain’s naval power would 
enable her to mobilize these resources effectively in the common 
cause The argument of defence therefore supported the orthodox 
economic theory of specialization industry, the chief function of 
(4reat Britain, raw-material production, the chief function of the 
Dominions and Colonies. But the new threats to the sea communica- 
tions of the Commonwealth added an additional reason, and an 
urgent one, for the industrialization of the Dominions. No matter 
about comparative costs. Australia must at any cost make her own 
Bren guns and aeroplanes. And Canada ? Physical geography and 
political neighbourhood made Canada secure. But by hurrying on 
her industrial development she could, if it was her will to do so, 
reinforce the security of Great Britain. For the aeroplanes which she 
built could fly the Atlantic Thus, though the particular strategical 
implications of geographical situation were never quite the same and 
were sometimes completely dissimilar, the economic implications 
Avere repeatedly the same. They no longer favoured a complemen- 

^ See above, pp. 163-4. 
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tary relationship between an industrialized Great Britain and a 
circle of food and raw-material producing Dominions. They favoured 
the economic decentralization of the British Commonwealth. They 
supported the ' national system of political economy’ towards which, 
for other reasons, the Commonwealth’s member-nations had already 
turned. 

There is tlierefore a parallelism between the economic and the 
constitutional evolution of the Commonwealth in the period under 
review. Economic policy might well be grouped with defence jiolicy 
and foreign policy under the rubric of equal status. But m all 
spheres the distinction between status and stature is a valid one,^ 
and a prmcijile of growth must never be confused with the mature 
event The historian, more than most people, is bound by his disci- 
pline to respect the lime factor, and to underline the relativity in time 
and circumstance of the logic which operates to cause change, d’his 
book is no more than historical work , its task is to examine economic 
policies against the background of immediate economic fact The 
examination has revealed many disiirepancies between the ends de- 
sired and the means available for their realization ; but most of the 
problems whicli it has raised need to be further probed by the 
methods of strict economic analysis. During the period under review, 
many of the conceptual instruments of economic analysis w^erc being 
re-examined and sharpened , theorists were insisting on the distinc- 
tion between competition and imperfect competition, saving and 
investment, maximum income per head and maximum employment. 
Future historians will have new windows of vision into the darkness 
amidst which we now move. ^Standing farther away from the period 
which has now closed behind us, they will see more clearly than we 
can see its shape and pattern Some day a new Adam Smith will 
answer the questions which we cannot answer, and will enlarge 
men’s understanding of the nature and causes of the wealth, welfare, 
and power of nations. 

Meanwhile, we must understand as best we can: our generation is 
perforce laying such lieavy burdens upon posterity that it ought not 
through laziness to shirk those duties which it can easily perform 
Though we cannot answer the deeper questions, there are many 
immediate questions which we can answer. Every section of this 
chapter records definite conclusions on matters of fact. It is a fact 
that Great Britain is passing from an age of ‘natural increase’ of 
population to an age of ‘ natural decrease ’ : it is a fact that similar 
population tendencies are at work in the Dominions. It is a fact 

^ The political implications of the distinction were discussed above, vol. i, ch. v 
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that the age of advancing New World frontiers has closed. It is a 
fact that Canada is far along the road towards the status of a creditor 
nation, and that other Dominions are following her along thf' same 
road.^ It is a fact that Canadian wheat and Australian wool and 
other staple exports cannot find adequate shelter inside a protected 
Empire market. We have observed significant changes in the 
investing habits of Croat Britain. We have observed significant 
changes in the direction of Australia’s trade. We liave seen how each 
one of the autonomous nations of the Commonwealth, including 
Creat Britain, has endeavoured to build for itself a more balanced 
economy by the protection both of manufactures and agriculture. 
We have examined the documents vIiicJi record the attempts of 
these autonomous nations to recoiuale their separate national systems 
of political economy with their widei ml crests as mendiers of the 
British Commonwealth and the Creat Commercial Republic. We 
have examined the contradictions n\ whv li their policies have 
entangled them. We have examined their eflorts to resolve these 
contradictions. 

When we struggle to get a coherent view of the landscape from 
which these and similar features emerge, we can help ourselves by 
studying the price charts. Their most significant feature throughout 
the past decade has been the low level of prices feir agricultural 
products and raw materials. If any reader of this narrative has not 
as yet understood the catastrophic im[)act of collapsing prices upon 
the young communities of the New World, let him read again the 
pages which tell the story of wheat on the Canadian prairies ^ The 
story of other primary industries in other Dominions is a milder 
variation of the same mournful theme ^ The story of economic 
entCT prise in the tropical Dependencies, when it is told in later 
chapters, will ])erforce repeat the theme The institution of restrict 
tion schemes for copper and tin, for rubber and coffee and sugar and 
tea, has widely advertised the deiiressing effect of sagging price- 
levels upon colonial producers. 

Dominion producers, as we have seen, were beginning m the 
nineteen-thirties to fear that the low price-levels were due not merely 
to seasonal accident or an unfavourable turn of the trade cycle, but 
to deep-seated changes in the relationship between su])])ly and 
demand. On the side of supply, tliere were the increasing returns 
arising from the application of scientific and mechanical technique 

^ At tho conclusion of the present war, Groal Britain may be a net debtor to the 
Dommion of Canada (S/ll/1939) 

^ See above, pp 16U-5. ^ See above, pp. 216, 243-4. 
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to prhiiiuy product ion • On the side of doinandf Oiero was a slowing 
do\vn ofihiit mpid nnturnl inemm of European populations which 
had been so marked a feature of the previous century: there was the 
rapidly approaching prospect of natural decrease. No doubt there 
remained in Euro})e scores of millions of ])eoi>Io who were under- 
nourished. Canadian farmers were wont to say that their marketing 
difficulties would di.sai)pear if only these under-nourished Europeans 
could be enabled to eat every day an extra slice of bread ; though 
the farmers did not say how thick the slice must be. However, the 
European governments were not following nutrition policies ; they 
were following armament policies. The autarkic planning of sovereign 
States inflicted new calamities ui^on the primary producers of the 
New World. 

It was the end of an epoch. An historian of the British Common- 
wealth or of European expansion in general, looking back from the 
year 1930 upon the previous century, might well have been content 
to see its unfolding achievement in the steady light of Adam Smith’s 
reason. In the years which followed 1930 there were vast tracts of 
economic circumstance and struggle where that light was an uncer- 
tain guide. The old theories of international trade were breaking up, 
as mercantilist theories had broken up a century earlier ; but it was 
not yet clear what would take their place. Nineteenth-century 
theories had fitted nineteenth-century facts Comparative costs were 
the reality which drove the New World frontiers forward. In 1923 
the statesmen of the British Commonwealth expressed their hopes 
for the future in the phrase, Men, Money, and Markets; but the 
Commonwealth’s actual history demands a reversal of this sequence — 
Markets, Money, and Men. It was the jirospect of profitable prices 
wliich stimulated overseas investment and thereby endowed the 
Dominions (as it endowed Argentina or Brazil) with the 'jiermanent 
outfit’ which was the economic foundation of their nationhood. 
Throughout the nine teen-twen ties, despite some abrupt warnings, 
overseas producers and home investors still trusted the prospect of 
profitable prices. In the nineteen -thirties they were compelled to face 
a gloomier i:)rospect. They had grown up in an age of expansion ; 
suddenly they found themselves m an age of restriction. 

In some ways they were ill prepared for their new problems. They 
had a plan of action ready to hand, but the plan had been made in 
the age of expansion E or fifty years strong ma j orities in the Dominions 
and a growing minority in Great Britain had been preaching the 
gospel of imperial preference. At the Ottawa Conference this gospel 
at last became an agreed policy. This meant that the nations of the 
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Commonwealth had to measure with some precision the shelt'^red 
markets which they were able and willing to give to each other. 
Very soon they were compelled to think realistically about the com- 
modities which could not elbow their way into the imperial shelter. 
The Canadians and the Austrahans learnt by hard experience that 
the export staples on which their economic systems were founded 
depended for health and life upon a wider market. The British re- 
learnt the same lesson Within six years from the Ottawa Conference, 
all the nations of the Commonwealth were ready lO exchange some 
of their new exclusive advantages for the wader advantage?- of im- 
partial world trade. It was this read-ness which made pos'-ible the 
trade agreements of 1938 wafli the Ihnted States of Ameiica. T.ess 
than a year before the outbreak ot a new war, these agieements 
symbolized the willingness of the British Commonwealth to take up 
anew the task of harmonizing its interests with those of the society 
of trading nations ^ 

The age of geographical ex})jaision was over, but a. new age of 
economic expansion might be inaugurated if human intelligence could 
discover wmys and means of liberating new energies among the 
neglected classes and races, and in the depresvsed areas of the earth. 
There was a vast potential demand lu the United States of America, 
which in the nineteen- thirties never once — not even in 1937 — re- 
covered the high levels of 1029. Canadians dreamed wistfully of a 
time when Euroxieans would all eat an extra slice of bread each day. 
But what of the Chinese ? Or the Africans ? The following chapters 
will deal with African problems, and it may be appropriate here to 
recapitulate some other aspects of Uominion experience wdiich seem 
relevant to our next inquiry. 

The collapse of agricultural and raw-material prices destroyed the 
inducement to invest in the old forms of development. It inflicted 
upon wide areas — most of all upon the Canadian prairies — economic 
dilapidation and human distress. In every Dominion it caused a 
general apprehension But in no Dominion (except perhaps New- 
foundland)^ did it cause general disaster. The Dominions already 
possessed their ‘permanent outfit^; the economic harmonies of a 
vanishing age had endured long enough for them to achie\ c a hardy 
maturity. They now hurried ahead faster witli the plans of industrial 
development which they had long since been pursuing. Wherever 
they were able to do so, they reduced the risks of agriculture by 
making its production more diverse. Out of their own resources they 
were able to help the industries which were most sorely stricken, 
^ See above, pp. 265-6. ^ Soo above, vol. i, p. 186. 
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while their own efforts were hastening the day of a more profitable 
balance between agricultural and industrial production. But how 
could Great Britain’s African Dependencies do for themselves what 
the Dominions were doing ? The classic theory and practice of inter- 
national trade had been operating upon them long enough to disturb 
their primitive economic foundations, but not long enough to lay 
firmly the new foundations. The African peoples who had been drawn 
into the society of trade might justly claim some share of the society’s 
promised blessings decent medical services and one square meal a 
day would hardly seem an excessive demand. But could the demand 
be satisfied, now that the terms of trade had changed so catastro- 
phically ? If it were to be satisfied, capital invevStment must continue 
in areas jiartially developed and begin in other areas which remained 
quite undeveloped. But where were the market prospects which 
would attract the jirivate investor? Responsibility, it would seem, 
must fall increasingly upon those governments wiiich had taken upon 
themselves a ‘sacred trust ’ for the welfare of African i^eoplcs. Would 
they have the will and the economic strength to shoulder the responsi- 
bihty ? Possibly they would But if it should prove otherwise, would 
they have the wisdom and the skill to induce others to share it with 
them ? These new questions will be in our minds as we begin our 
study of British economic policy in Africa: other questions have been 
raised in the j)reface to this volume. 
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THE COMMUNIST DOCTRINES OE EMPIRE 

The communist literature upon imperialism is enormous So too is the 
literature of criticism and counter-comment upon it I shall therefore be 
forced to confine myself to stating, as clearly as is possible within a brief 
space, the nature of the doctrines concerned and some of the questions to 
be solved, if we arc to reach a settled opinion upon them. 

Certainly no judgement on such a to])ic can be final The ccmiuunist 
interpretation of empire is in essence a view of political human nature 
and of the motives which govern it It follows that such a theory can 
neither be wholly proved nor wholly disproved by resort to historical 
or statistical arguments, or, shortly, by the appeal to (‘xpencncf' When 
it IS the interpretation of experience itself which is the problem, it is 
clear, an accurcitc determination of the facts of exponenco can torm only 
a part of the process by which the truth is reached To become intelligible, 
these facts must be related according to some principles oi economic or 
political theory , and into our choice of such principles there will enter 
assumptions about human nature which depend on the experience, 
conscious and unconscious, of each one of us A true understanding of 
history must consequently always bo far more limited and subjective than 
either the political or economic theorist, or the historian, usually cares 
to behove. 

Yet the matters concerned are so important that discussion upon them 
cannot be wasted, even if we believe that the correctness of any opinion 
that can be reached must be to no small extent dependent on a sort of 
general balance of considerations, which every one is free to strike for 
himself or herself and to re-strike from time to time. 

I 

Present-day communist views about the economic origins of empire 
may be said to be a systematization of certain general ideas which were 
already alive m the minds of educated men a century or more ago. It 
is their association with communist politics and with the materialist 
philosophy of history which has cut them off so to speak from their 
origins and given them their modern eminence.^ 

^ H. Grossmann, Das Akkumulattons- und Ziusammenbrwchsgesetz des kapitalisti- 
schen Systems (Leipzig, 1929), examines the relations between communist and 
classical economists from the communist point of view My treatment owes a good 
deal to his diligence and insight, although T have read the literature for myself and 
happen to disagree with his mam beliefs. Richard Paros, ‘The Economic Factors in 
the History of the Empire’ {Economic History Review^ May 1937), was helpful. 
There are some penetrating discussions of the communist tlicories m Gorman, for 
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In the economic discussions of the early nineteenth century there was 
much debate among the writers of the day, first as to possible future 
checks to the undoubted material progress which western society was 
already making, and second, as to the true causes of the profound poverty 
in which the rest of the world continued to live. These were questions 
whose importance and difficulty were about equal to one another 

Adam Smith m the eighteenth century had pointed out with force that 
the prime cause of economic progress was division of labour, and that the 
most efficient cause of the improvement of the division of labour was the 
employment of capital. Therefore, the foundation of present and future 
improvement seemed to lie in the constant accumulation of capital 
These abstract propositions appeared to be established upon a reference 
to the living world, where the societies employing the most capital were 
also the wealthiest and those using the least were the poorest. They con- 
firmed the faith of the business classes in the importance of capital and 
the virtue of thrift. Yet they had been criticized, very early in the 
century, and that from the standpoint of plain common sense 

If this teaching were true, then capital created its own uses Yet did 
not tlio accumulation and whole working of the means of production 
depend upon consumption and was it not peifectly clear that a fall in 
society’s consumption, if sufficiently acute, would slow up or stop alto- 
gether the accumulation of capital, by rendering it unprofitable? 

Such arguments had been raised by Malthus, against his friend Ricardo, 
with a vigour equal to Adam Smith’s own, in the year 1820 ^ He, indeed, 
would have made it the main business of political economy to determine 
the point where, ‘taking into consideration both the power to produce and 
the will to consume, the encouragement to the increase of wealth is the 
greatest’. 

Thi.s was a fruitful beginning in the analysis of the complex forces 
which determine the volume of output, income, and employment through- 
out society as a whole. But it was no more than a suggestion, and the 
attention of Malthus’s contemporaries soon fastened upon other and, on 
the face of them, more pressing and practical problems 

Taking the accumulation of capital for granted, as a ‘natural process’, 


example, Arthur Salz, Das Wesen dcs Imperialtsmus (Leipzig and Berlin, 1931), and, 
better still, Walter Sulzbarb, Nationales Gemeinschaftsqcfuhl und wirtschaftliches 
Interesse (Leipzig, 1929). 1 have not attempted to cover again giound which they 
have often tilled thoroughly. The English literature is generally inferior to the 
German, although Maurice Dohb’s Political Economy and Capitalism (1937) includes 
a clear little essay written from the Marxian point of view. Those who relish biblio- 
graphy will find a valuable list in W L Langer, The Diplomacy of Imperialism (New 
York, 1935), vol. i, eh. lu. 

^ T. R Malthus, The Principles of Political Economy (London, 1836, 2nd edition), 
reprinted at Tokio, 1936 , see especially the Introduction and Book Two The whole 
controversy between Malthus and Ricardo has boon reopened m modern times by 
Mr. J M. Keynes, The General Theory of Employment^ Interest and Money (1936), 
and Essays in Biography (1933). 
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other writers put such questions as these. As capital increases and the 
competition for profitable investment grows, must not the rate of profit 
fall, over the long period of time ’ If the rate of profit falls, must not the 
accumulation of capital cease and economic progress come to a stop ? 

Although it was conceived differently by different writers, the ‘ natural 
tendency of profits to fall ’ hung like a nightmare over the speculations of 
the classical school of economists, from whom, in those days, the majority 
of educated men took their opinions on such subjects. 

Ricardo had predicted in 1815 that, as the world’s population began to 
press upon its food-supply, profits would be ground between a rising cost 
of hving and rising rents. ^ Mill, the leader of the next generation in 
economu; thought, held that the opportunities for investment must be 
limited by a country’s physical resour- es and by the demand of other 
countries for its exports. He believed that a limit existed which must 
sooner or later bring about an over-supply of capital and fall of j^rofits, 
unless broken by new inventions, or investment m countries or colonies 
abroad. 

Here the varied and uncomfortable speculations of the economists felt 
the influence of one of the great practic al forces of that age England after 
Waterloo, from having been a borrower, was becoming a lender It is, 
therefore, perhaps hardly surpubing that it became fashionable to defend 
foreign investment, not merely as profitable business or a stimulus to 
international trade, but also on the highly abstract ground that it acted 
as a brake upon the ‘natural tendency of profits to fall’ Mill had laid 
it down in 1848 that ‘ up to a certain point, the more capital we send away, 
the more we shall possess’, owuig to the beneficial effects of investment 
abroad upon accumulation at home ^ Here he was only following a con- 
temporary writer, the colonialist, Gibbon Wakefield. For Wakefield had 
boldly argued that the economic difficulties of England in the thirties and 
forties arose out of over-population and over-supply of capital.^ He 
proposed to remedy both evils by sending men and capital to the 
colonies. 

It was therefore the actual belief of many intelligent men, following the 
classical school of political economy, that the natural workings of the 
economic system led to over-accumulation of capital and that foreign 
investment and colonization were the natural and beneficial consequences. 
This train of thought is most clearly and interestingly expressed in the 
lectures delivered at Oxford between 1839 and 1841 by Herman Merivale, 
who 13 the better witness because he was an intelligent and well-informed 

^ Ricardo’s essay on The Influence of a Low Price of Com on the Profits of Stock 
(2nd edition, 1815, in Gonner, Ricardo^a Economic Essay*!, 225-53) indicates the drift 
of his thought Mill’s influence dates from The Principles of Political Economy 
(1848), Bk. IV, ch iv, sec. 2 

^ Mill, Principles, Bk. IV, ch iv, sec 8. 

* Wakefield’s opinions were set out m England and America (2 vols. 1833) and 
The Art of Colonization (1849). He is quoted by name by Mill. 
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man, a staunch liberal, and from 1859 for many years permanent under- 
secretary for India. ^ 

Accepting the natural tendency of capital to accumulate and of profits 
to fall, Merivale admitted a ‘most important practical consequence’, that 
‘the abstraction of capital from productive industry may, under certain 
circumstances and for a certain time, be the most effectual mode of pre- 
venting a reduction of profit and stimulating further accumulation’. He 
therefore ranged himself with equal caution and clearness with the ‘young 
and sanguine sect of colonial reformers ’ who contemplated ‘ a reconstruc- 
tion and great extension of the British dominion beyond the seas, on 
principles of internal self-government and commercial freedom ’ The old 
colonial system he would not defend ; yet colonies, he urged, are of definite 
advantage to the mother country, since they increase international trade , 
all nations gain, but the mother country not the least Great Britain 
ought therefore to be among the first to shoulder the risks of trade and 
settlement in new lands. 

In this way the new colonial school of the early nineteenth century 
actually accepted — the economic arguments they employed were not of 
course necessarily sound — the later communist thesis that empires are 
a form of investment, serving to keep up the rate of profit on capital at 
home 

At the same time, they accepted it, as will later be seen, on terms that 
ill agree with the rest of the communist argument. The empire they 
conceived could not by any stretch of imagination be termed a result of 
monopoly-capitalism, for it was to be the Eree-Trade empire of a Free- 
Trade and latssez-fatre Great Britain 

Nevertheless, the correspondence of ideas with the later Marxian 
schools clearly indicates the origin of the economic conceptions which 
to-day form the staple of the communist analysis of empire 

In Mill’s own time (he died in 1873) the theory of accumulation w^as 
already sending out new variants Mill had believed that the fall of profits 
and slowing-down of accumulation would be the necessary phase before 
society entered an age of stationarmess, where the pursuit of wealth would 
be at a discount compared with other and more valuable forms of human 
activity. Other men had different views of what was best for society and 
were as ready as Mill to use the theory of accumulation to show that what 
they desired was necessary and indeed an inevitable law of the society 
in which they lived. 


II 

Like the classical economists with whom his resemblances are close, 
Karl Marx, the first volume of whose Capital appeared in 1867, the last 

^ Monvalo was Drummond Professor of Political Economy in Oxford and his 
lectures made an impression as an able and discriminatmg cnficism of tho Wakefield 
schemes, they have been recently published (1928) under the title, Lectures on 
Colonization and Colonies delivered before the University of Oxford 1839-1841. 
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in 1894, sought a scientific explanation of economic phenomena Like 
them, he found the causes of things in the motives at work among men 
and the explanation of future things in the predictable consequences of 
present motives ^ 

Surplus value, wrung out of the worker to whom no more than a sub- 
sistence-wage IS paid, formed in Marx’s view the obvious incentive to 
capitalist production and its constant driving -force. To replace existing 
capital as it wears out and to increase its quantity so as to augment the 
mass of surplus value is the prime need of the capitalist. The accumulation 
of capital therefore becomes the ‘law of motion of capitalist society’. 

Accumulation is hastened in modern societies by division of labour 
and especially through the use ol plant nnd machinery. Fixed capital, 
therefore, comes to play a more and moi important part m production. 
Here Marx’s argument abuts on the ’ater contentions of Lenin For he 
was confident that the competition of large and expcaisive plant must 
sooner or later give rise to inonopoK, as a self-protective device to keep 
the rate of profit up The device was a palliative and would fail to main- 
tain the profit on capital, (vipitahsts w(ni!<l be forced to introduce still 
more machinery, displacing more workeis, and finally would be compelled 
to attack the living-standards of the workers themselves The natural 
tendency of profits to fall' wmild cud in social revolution. How different 
from Mill’s stationary state’ 

Upon this general argument, Lenin’s explanation of empire was built 
He wrote in I9lfi, in the shadow of the crisis of western civilization created 
by the war of 1914 

It had been Marx’s view that the fall of profits might from time to 
time be checked by temporary forces , by more rigorous exploitation of 
labour, lowering of w'ages, or increase of foreign trade Lenin now added, 
by the forcible seizure of foreign markets too There was little in his 
argument that was essentially new, except the assertion that imperialism 
must prove the last stage of capitalism, before the law of capitalist collapse 
became fully operative 

An economic explanation of modern English imperialism had already 
been given by Mr J A. Hobson, in a book which arose out of the South 
African war ^ He had refused to argue that all imperialism, even modern, 
is economic at bottom. Admitting the three P’s — Pride, Prestige, and 
Pugnacity — he contended that the chief influence was the search for 
markets, arising from the inability of the home-market under capitalism 
to absorb either the goods produced or the accumulated capital The 
gains of empire were not illusory, although they went to the few, to the 

^ The volume of Capital most relevant to the argument which follows is the Ihird, 
translated by Untermann (Chicago, 1909), especially pait iii, on ‘The Law of tho 
Falling Tendency of the Rate of Profit’, which gives Marx’s view veiy clearly For 
Marx’s general theory, E Roll, A History of Economic Thought (1938), eh vi. 

^ J. A. Hobson, Imperialism (1902), republished with an intoresting preface in 
1938. 
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planter and the mine-manager and the colonial official, above all, to the 
speculator and investor. This was an able and interesting book and it was 
used with approval by Lenin. The other half of Lenin’s argument was 
largely supplied by the work of Rudolf Hiiferding, a young Austrian 
physician, who was always a little rueful over the conclusions which Lenin 
later drew from his work ^ 

It was the growth of monopoly which interested Hiiferding and, 
especially, credit-monopolies He had little difficulty in showing how 
greatly monopoly had grown m continental industry and banking since 
Marx’s time, and how the banks had extended their power over industry. 
This growth of what he called finance-capital he linked up with other 
forms of current monopoly — with the trust and the cartel, the tariff and 
the protected colonial empire 

These were the ideas which were fused by Lenin, writing in Zurich in 
1916, into what is to-day the official doctrine of communism upon empires.^ 

So far as the argument can be summarized, it might perhaps be stated 
thus. The economic essence of modern imperialism is monopoly- capital- 
ism. Monopoly arose out of free competition, in accordance with the 
Marxian laws Production has become concentrated m cartels, syndicates, 
and trusts of all kinds. At the same time, equally important monopolies 
have arisen m credit ; and the extension of the influence of the banks over 
mdustry has tended to form great national financial monopolies. Con- 
centration of control, however, has only postponed the fall of profits, and 
consequently opportunities for investment abroad have become vitally 
important Imperialism therefore is nothing but monopoly- capitalism. 
It is, however, the last stage of capitalism Competing economic empires 
bring war, war brmgs revolution, and revolution will finally overtlirow 
capital and imjierialisra together. 

Lenin wrote during the world war ; so too did Bukharin, who set forth 
similar ideas ^ Both men express the hopes and convictions of practical 
revolutionaries, who were certain that the war was about to bring the 
movement they represented to victory. 

Lenin’s book was a practical pohtician’s pamphlet, not a scientific 
treatise. The author’s success in the political sphere has given it such 
a reputation, however, that it stands to other communist theories con- 
cerning empire as orthodoxy to heterodoxy in the early ages of the 
Christian Church Nevertheless, a consideration of Lenin’s theory is 
bound to suggest several limitations springing partly from the materials 
at his disposal, partly from the nature of the theory itself. 

The history of the hundred years before 1914 — the greatest lending age 
in the world’s history — certainly has shown over and over again that loans 

^ Hiiferding, Das Finanz-Kapital (Wien, 1910), I have used an edition of 1923. 

^ V. I. Lenin, Imperialism the Highest Stage of Capitalism (2nd English edition, 
London, 1934) 

* N. Bukharin, Imperialism and World Economy (American translation. The 
origmal was written, according to the preface, in 1915). 
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may be fatal to borrowing people and States. The British occupation of 
Egypt and the French conquest of Morocco are familiar instances of 
financial assistance first entangling and finally destroying weak govern- 
ments Just as in the Indian village the money-lender, that indispensable 
member of eastern society, profits from the cultivator both when ho is 
prosperous and when he starves, and is well hated for doing so (not only 
as a usurer but often also as a man of alien faith and race) so m the nine- 
teenth century world the money-lender of western blood conducts his 
operations often in a tangle of intrigue and conflicting interests which has 
materially contributed to inllame international relations Many of his 
transactions were innocuous, but the mfliKmco of investors did from time 
to time deflect the policy of states, and the chanceries have olten converted 
international finance into a sinister interc t 

The most distinct, not to say glarirg, example of the impact of fin.ince 
upon polities in British experience is to be found in the history ot the 
South African War, vhen leaders in the investment ot British capital 
in South Africa exerted a real personal intluencc over both Sfiuth Africa 
and British politics There is another in aance from those times which 
deserves to be better known, or known m its proportions, f^r it has been 
often quoted by those unlanuliar with all the circumstances. 

About the year 1894 when ai lairs m the Transvaal were drifting to 
a crisis, the London Salurdaij Revitw changed hands, being bought by 
Alfred Ochs, Bcit, and others intimate with Cecil Rhodes At a slightly 
later date, by a further arrangement of shares and a change m the position 
of Frank Harris, the editor, the paper was brought fully into line with the 
politics of that group Fearing Cerinan intervention m South Africa, its 
foreign policy was moulded accordingly. A discourse on ‘the biological 
conception of foreign jiolicy’, of 1st February 189(>, arrived at the remark- 
ably scientific conclu.sion, Germania est delenda , and on 11th September 1897 
the Revietv published an article in the same strain which became famous 
It IS true that at the time of the Fashoda crisis the Review w'as advocating 
German friendship and the crushing of French pretensions in Africa , but 
its earlier articles against Germany, which represented nothing more 
than the views of a small group with financial and political interests m 
South Africa, are still quoted in Germany to-day as a serious description 
of British foreign policy before 1914.^ 

There is, therefore, forceful proof in the history of the nineteenth 
century for Lenin’s thesis Investment helped to make the empires, and 
investors often cultivated political mterests. It will be remembered, 
however, that Lenin’s hook j^rofessed to bo much more than the exhibition 
of empiric facts. It set forth a body of economic and social theory of 
extremely comprehensive character and described capitalist accumulation 
and collapse as general laws of society. 

^ Dr Angelika Banze, Die Deutsch-enghsche Wirtschajtsrivalitat (Berlin, 1935), 
pp. 42-9, has gone into this discreditable episode in a sober and unoxaggorating 
spirit. 
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Lenin’s book was written largely out of continental experience Great 
Britain, however, as the largest foreign investor known, is the best test 
of his theory. He takes no account of the very large investments of the 
first haif of the nineteenth century in an age when the economic organiza- 
tion of England was intensely competitive and colonial expansion much 
out of fashion with its people. Capital flowed abroad m vastest volume 
when active development was proceeding at home and slowed down with 
the onset of internal depressions , so that ‘saturation ’ was clearly a highly 
relative thing , nothing more than a relation between tw^o expectations — 
of future yield on investments at home and abroad — strongly influenced 
by the slowness with which a once peasant people accustomed itself to 
the idea of a rising standard of life 

Neither does his thesis ride more firmly to the facts of the great age of 
colonial expansion, in the last quarter of the century 'J'he houses handling 
foreign investment remained independent of the rest of the London 
money-market and the money-market remained divorced from manu- 
facturing industry, which financed itself in the provincjes, down to and 
after the war of 1914-18 During the same period vast masses of our 
investment continued to go, as before, to countries outside the British 
empire and largely beyond the control of British policy ^ 

The issues are certainly more complicated than Marxian writers have 
been willing to suppose. Experience shows that the wealthy countries 
of the west have lent money throughout the world It does not follow 
that such capital w^ould have continued accumulating in those countries, 
if it had never been lent. Foreign lendings were not born necessarily of 
monopoly or of accumulation which would in any case have gone on. 
Great Britain in the last century lent enormously, long before her industry 
or her credit-system showed the least tendency in the world towards 
monopoly, but had there been no openings abroad for her capital, much 
of that capital would never have been saved at ail She had so much to 
lend, because she lent mdefatigably , only the economic developments 
abroad made possible by her loans brought about the further increases in 
her wealth out of which new loans were raised. And she lent chiefly when 
she was herself making full calls upon her capital for home-development, 
not— as some may suppose — when development at home drooped un- 
profitably These well-known things are not perhaps inconsistent with 
the communist case, if it is contended simply that investment abroad was 
necessary for such an accumulation of capital as Victorian England had 
come to regard as ‘natural’, and that such investments often brought 
political consequences ; but they are seriously inconsistent with that case 
as it 18 usually stated, among others by Lenin. 

^ On tho course of British m\ 08 tment, now pretty thoroughly known, L. H Jenks, 
Migration of British Capital to 1S75 (New York, 1927); H. Feis, Europe the World* a 
Banker 1H70-1014 (New Haven, 1930), and C K Hobson, Export of Capital (1914), 

The Report of the Committee on Finance and Industry, 1931 (Cmd 3897), and Feis 
make clear tho different organization of the London and continental money-markets. 
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THE COMMUNIST DOCTRINES OF EMPIRE 
III 

There was already a communist theory of empire in the field when 
Lenin wrote This was Rosa Luxemburg’s, published in 1912. It, too, was 
a variant of the law of accumulation, basecl upon Karl Marx ^ 

How IS capitalist accumulation practically possible This was the 
question that Rosa Luxemburg posed She sought the answer to it 
throughout economic literature Her own solution was based upon 
classical economics and Marx. It also represented an attempt to correct 
errors m Marx’s reasonings, as she conceived, anrl this earned lier the stern 
disapprobation of more orthodox Marxians, among them Lenin 

Rosa Luxemburg discovered the secret of accumulation and of empire 
in the demand of non -capitalist peoples lot gooebs capitalistically jiroduced 
She satisfied herself that the accumuUtiou of capital was impossible, if the 
goods turned out by the capitalist machine lould find a market only 
among the capitalists and tlaur workers The money turned into fresh 
investments of capital by the capitalists could only bo realized by the sale 
of goods to those who stood outside of capitalist organization — to the 
peasant populations of Europe and, above all, to the colonial worlds out- 
side Europe Empire was consequently essential to the vuntmu.mce of 
capitalism , and again, it was a curse to the capitalist countries that 
possessed it The area of the globe is limited Empires consequently 
mean imperialist wars and war threatens the very foundations of 
capitalism 

The great similarity between the ideas of Lcnm and Rosa Luxemburg 
arises out of their common preoccupation with the problem of the accumu- 
lation of capital The division is a difference oi emphasis, since no hard 
and fast line can be drawn between export of capital and export of 
consumable goods Lenin stresses the element of monopoly and the search 
for additional profit by investing capitalists , Luxemburg, rather, the 
competitiveness of capitalists and the necessity of markets Both have 
had a wide influence and have ojiened important questions of economic 
theory and history. 

Memory and Professor Hancock’s text will sugge.st numerous examples 
of the influence which traders in primitive countries have exerted in 
modern times upon the overseas expansion of the states of Europe In 
this connexion it is worth recollecting that the trade incentive to colonial 
empire remained operative throughout the period described by Lenin as 
the period of financial capitalism. 

To take a single instance — few imperial moves of modern times have 
been more clearly instigated by the trader than Bismarck’s annexation 
in 1885 of the Caraeroons — a part of the world where there was no white 

' Rosa Luxemburg, Die Akkumulation dea KapUals (Leipzig, 1921 , preface dated 
1912). One volume has been translated into French, under the title, L" Accumulation 
du Capital^ tome i (Pans, 1935) Fritz Sternberg, Der Impcriahsmus (Berlin, 1926), 
appears to owe a good deal to Rosa Luxemburg. 
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capital whatever beyond the floating capital of traders of various 
nationalities. 

Ich bin em Bub von Kamcrun, 

Dcr deutschon Kolonie ; 

Furst Bismarck hatto viel zu tun, 

Bia er erworben sio’ 

He might not have earned through the task without the assistance of 
the two Hamburg firms, Woermann and Jantzen & Thormahlen. 
Bismarck appears to have regarded the first German colony as a natural 
extension of the German tariff of 1879— as a Schuizgebiet for German trade 
abroad It was the Hamburg traders who m 1883 asked for a colony in 
that part of West Africa to take Germany’s surplus goods and supply her 
with raw materials. Nachtigal, the imperial German Commissioner who 
made the annexation, carried, as a rider to his ofiicial and general in- 
structions, the specific orders of the two largest German traders on the 
coast, to claim for Germany whatever land those firms had already 
acquired or intended by treaty to acquire in certain named places. When 
the Cameroons had been annexed Bismarck proposed to hand over its 
government to the traders , they modestly declined, contenting themselves 
with a couple of trading monopolies, while the Chancellor was forced to 
set up wliat ho hated — an oflicial administration Despite the avowed 
economic aims of the German government, it is fair to add that they did 
not exclude justice and conscience — better deeds might not have followed 
finer words ^ 

Similar instances might be drawn from French and British history of 
about the same period , but without pursuing the matter further, one 
must grant the truth of empirical observation behind Kosa Luxemburg’s 
work It will be recollected, however, that that book claimed the truth 
of a comprehensive theoretical system, not merely that of historical 
observation. Nevertheless, the economic theory employed is probably 
far more limited in its scope than the author supposed 

The relation between accumulation and lack of purchasing-power, 
which we all are tempted to treat as simple, is pretty certainly complex. 
Experience shows that shortages of purchasing-power do from time to 
time occur throughout the highly industrialized communities of the 
western world, although the causes are still unsettled, notwithstanding 
a century of discussion of the trade-cycle. In any case, it appears that a 
persistently low level of consumption in society is far more likely to slow 
up or check altogether the accumulation of capital, than to brmg about an 
over-supply of it. An over-supply of capital does appear from time to 
time in particular industries, but this is a different matter, and merely 
represents the error of investors. 

All of this, once more, is possibly not inconsistent with the communist 
explanation of imperial expansion, yet it fits ill with the fundamental 

^ H R. Rudm, The Germans ^n the Cameroons^ 1884-1914 (liOndon, 1938). 
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causes of expansion as they are often conceived in simple terms of under- 
consumption and over-saving. 


IV 

The theories outlined above deal at length with problems of international 
relations , but the original question which they set themselves to answer 
was very different — in what way and at what point will capitalism destroy 
itself, so as to show itself subject to the Marxian conception of social 
development 

It was for this purpose that there was evolved the law of capitalist 
accumulation and the variations of it created by Rosa Luxemburg and 
Lenin. 

In these discussions the heirs of Marxian thought showed themselves 
fully aware of difficulties which orthodox political economy skated over 
or altogether avoided There is much that is penetrating and true in 
their views of history, in their handling of the trade-cycle and other 
major questions of economic theory. 

That the Taws of motion of capitalist society’, however, have been 
conclusively established and verified either by Marxian or by orthodox 
economics cannot be admitted, notwithstanding a century of debate. 
The existence of at least two communist theories proves that the Marxians 
are not agreed and orthodox economics is not more united Many im- 
portant things have been established and differences no doubt are less 
than they seem, but the existence of a large body of instructive thought 
IS very different from the one great logical and inductive law which 
Marxian thought set out to find, which was to predict the course of western 
civilization 

The original quest of such a law was perhaps a mistake The develop- 
ment of economics first among the social sciences and its early and natural 
entanglement with political positions of opposing kinds, has called out 
everywhere a spirit of dogmatism over its findings The natural presump- 
tion IS that the explanation of society requires many social sciences, not 
one, even if that one numbered among its founders men as able as Adam 
Smith and Karl Marx. 

Over a century ago a new social law was described, which was com- 
parable in its domination over educated men with the influence of the 
Taw of capitalist accumulation’ to-day. The Malthusian law w^as 
thoroughly scientific in its origins, it was logically argued, laboriously 
verified, publicly detested, and ardently believed. For two generations 
the law governed English social theory and even English politics, so far 
as an idea can rule men. Yet no one to-day imagines that Mai thus, fine 
scientist as he v/as, so fathomed society that its problems can be under- 
stood and controlled by a simple recital of his formula?. 

The theories which we have been discussing already show some of 
their limits and may be supposed to be in process of being reduced 
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from the level of dogma to the more tolerable standing of fertile 
thought 

Cast wholly in economic terms they omit the political elements which 
are essential to war and colonial empire It is reasonable to believe that 
man is a political as well as an economic animal. The war of 1914-18 was 
perhaps, as Croce says, a war of historical materialism, but this materialism 
was political as well as economic , State and business-community together 
schooled the w^orld to put wealth and power above peace The European 
state system, as a quasi-independent and self-perpetuating force, is ex- 
cluded from the Marxian picture. Yet the State shook itself free of law 
and authority a century and a half before public thinkers were prepared 
to give the same sanction to economic competition, and one of the earliest 
uses of its modern freedom was for overseas dominion ^ 

Politics and economics are not yet wholly annexed to the kingdom of 
rational behaviour , yet for the utilitarian psychology which unites 
Marxian with the classical political economy, the broad instinctive life 
of man remains like a river underground, not so much unheard as un- 
explored In the daily life of societies it constantly bursts to the surface 
and leaves little in history of the simple patterns of our theories Where is 
the ground for supposing that war and domination are always the conse- 
cpiencc of economic or political calculation 

The domination of one society over another is a social and not an 
economic phenomenon, although it is often in large part the result of 
superior economic organization Imperialism is the result of the exploita- 
tion of advantages of every kind, in a world where races and peoples seem 
n(/ more equal in resources or civilization or ability than are individuals 

In some of the remote parts of (%ma adjommg Thibet the thoroughly 
medieval societv of Thibet exercises a kind of imperialism over the 
mountain valleys, where it steadily exyiands as against the primitive 
mountain tribes It is carried forward by wealth, for it is usurer to the 
poor peasants, by population, for it settles , by the victories of its religion 
and clearer intelh^itual life over the confus(‘d superstitions and ignorance 
of the mountaineers Exactly similar forces have given western society 
control of modern Africa But if this is so, then, how^cver great the in- 
fluence of the western trader and investor m the modern w^orld, imperialism 
IS likely to continue long after capitalism has been forgotten , for differences 
of national income and resourtjes, culture, and social organization will 
survive the private capitalism of the WTst. Societies unequal in strength 
in many ways will still meet and out of their conflicts of interest imperial- 
ism of new kinds will arise. 

Yet some old temptations to domination can perhaps be removed The 
most important sourc'C of strength through which one society can come to 
dominate another lies in political organization and leadership. Hardly 

^ Much that iho Marxians omit is to bo foiiml in R G. Hawtrey’s subtlo and 
roalistic Economic Aspects of Sovereignty (1930), still more, m Friodrieh Meinocke’s 
Die Idee der Stemtsrason (Borlui, 1924 , 3rd edition, 1929) 
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less potent, however, is developed wealth. Here the communists have at 
least assisted to raise by implication problems of perennial importance in 
a modern way. How far the grave economic inequalities of the world are 
natural ; how far they may be due to an inadequate private enterprise, or 
an ill-founded reluctance to employ organization and authority to over- 
cpme them, are questions that cut deep into present-day colonial and 
commercial policies. 

W. H. B. Court. 


X 
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The totals below show value of trade (in £ sterling) between the country 
concerned and all other countries, all foreign countries, all other Empire 
countries, and with the United Kingdom respectively. The percentage 
columns show the percentage of total imports or exports originating in or 
consigned to foreign countries, other Empire countries, and the United 
Kingdom respectively. 


AUSTRALIA: DIRECTION OF TRADE 


Imports 




Total 

1 Foreign countries 

British Einjnre. 

United Kingdom 




' 

i Per 


; Pn 


Per 



iOOO 

£000 

1 cent 

' £000 

j ceyit 

£000 

cent. 


r 1913 

' 70,750* 

20,447* 

1 37 0 

.50,303* 

, 63 0 

41,328* 

51 9 


1921 

163,802* 

68,515* 

41 8 

9.5,286* 

, 58 2 

76,850* 

46 8 


1025 

146,505 

60,010 

41 6 

85,685 

58 4 

69,041 

47 2 

i 

1027 

164,073 

74,836 

45 6 

89,237 

' 54 4 

67,786 

! 414 


1020 

14.3,280 

67,217 

46 8 

76,06.3 

53 2 

57,012 

39 8 

CO 

1930 

130,756t 

50,440 

45 5 

' 69,780 

1 53 4 

54,241 

41 5 

*t3 

1031 

60,5611 

27,026 

44 7 

31,740 

1 .52 3 

23,276 

38 4 

£ 

1932 

44,042t 

1 8,660 

42 .3 

24,160 

! 54 8 

17,405 

39 6 


1033 

56,8 43 1 

23,020 

40 4 

.32,280 

i 56 8 

23,524 

41 3 


1034 

50,435t 

23,386 

39 3 

.34,542 

} 58 0 

25,140 

42 3 


1035 

72,421t 

28.972 

40 1 

11.501 

1 .57 4 

30,786 

42 4 


1930 

83,5101- 

34, .551 

41 4 

46,906 

1 56 2 

33,833 

40 6 


1037 

00, 502 1 

35,405 

39 0 

53,082 

1 58 5 

.38,559 

42 5 

Exports 









r 1013 

i 7.5,138* 

.33,803* 

44 9 

1 41,335* 

! 55 1 

33,971* 

45 2 


1921 

t 126,431* 

' 37,200* 

29 4 

89,231* 

! 70 6 

66,508* ' 

52 6 


1925 

156,877 

7.5,169 

47-0 

81,708 

■ 52 1 

- 68,541 1 

43 7 

§ 

1927 

! 129,848 

i 60,674 

53 7 

60,174 

1 46 3 

47,945 1 

36 9 


1029 

! 137,866 

] 67,812 

i 40 2 

70,0.54 

. .50 8 

; .52,516 

38 1 

CO 

1930 

94,868 

41,309 

43 7 

53,559 

j 56 3 

1 42,818 

45 2 


1931 

74,593 

33,941 

45 7 

40,652 

54 3 

33,511 

44^8 

1 

1032 

73,960 

.30,508 

41 2 

43,4.52 

58 8 

, 37,200 

50 3 

£ 

1933 

76,740 

33,341 

43 5 

43,399 

.56 5 

36,565 

47 7 

s 

1934 

80,004 

39,741 

44 6 

49,263 

55 4 

42,429 

47-7 


1935 

80,813 

30,342 

37*5 

50,471 

62 5 

42,637 

,52 7 


1930 

06,156 

39,192 

40 8 

56,964 ; 

59 2 

47,707 

49 5 


. 1937 

J 

11.5,797 

1 45,601 

39 4 

70,136 j 

60 6 

57,847 

67 0 


{StatiMical Abstract for the British Etupirc, 1926, 193.5, 1937, 1938 ) 


* Including bullion and com. 

•f Totals include out'^ide packages. These are not available by countries. 
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CANADA. DIRECTION OF TRADE 

Imports 




Total 

I Foreign countries 

j British Empire 

j United Kingdom 




i 

Per 


Per 

1 

Per 



£000 

£000 

cent 

£000 

cent 

1 £000 

cent. 


' 1913 

130,259* 

98,495* 

75 7 

i 31,764* 

24 3 

1 27,148* 

20 8 


1921 

154,700* 

124,048* 

80 2 

30,652* 

19 8 

' 24,079* 

15 6 

c 

ft, 

1925 

190,324 

147,419 

77 5 

42,905 

22 5 

1 33,642 

17 7 


1027 

227,684 

176,406 

77 5 

51,278 

22 5 

i 38, .307 

16 9 


1929 

256,318 

204,404 

79 7 

51,914 

20 3 

.38,868 

lo 1 

K 

1930 

186,176 

141,079 

77 4 

42,097 

22 6 

30,714 

1 16 5 

i 

1931 

118,765 

88,410 

715 

10,355 

25 5 

21,840 

18 4 


1932 

1 83,398 

58,679 

70 4 

24,719 

29 6 

17,749 

' 21 3 

>o 

1933 

1 88,975 

60,140 

1 6 

28,835 

' 32 4 

i 21,581 

24 3 

£ 

1934 

1 106,645 i 

74,656 

1 70 0 

3 1 .989 1 

1 30 0 

1 22,S44 I 

21 4 

s 

1935 

! 1 1 1,614 1 

78,373 

: 68 1 

,10,241 

I 31 6 

24,0.38 

21 0 


1936 

137,674 

97,087 

1 70 5 1 

40,587 

29 5 

1 26 479 

19 3 


- 1937 

163,999 ' 

116,121 

1 70 8 

47,877 

29 2 

29,754 

IS 1 

Exports 









fI9I3 i 

88,710* ^ 

39,661* ! 

44 7 1 

40,0,55* 

55 3 

rf* 1 

40 8 


1921 ; 

155,878* I 

84,790* I 

.04 4 

71,088* . 

45 6 ; 

61,535* ; 

39 5 

C 

ft, 

1925 

268.287 

145,702 I 

.04 3 

122,585 

45 7 1 

104,262 j 

38 8 


1927 

250,559 

1 48,663 ! 

59 3 ! 

101,896 

40 7 

' 84,385 , 

33 7 


1929 

228,608 

151,213 

66 2 

77,395 ! 

33 8 

57,874 ' 

25 2 

S 

1930 

163,132 : 

103,469 

63 5 ; 

59,663 

36 5 

45,050 1 

27 8 

S , 

1931 

128,683 

79,796 

61 9 j 

48,887 

38 1 

38,860 

30 2 

Os 

1932 

118,122 

62,638 

53 0 1 

oc 

47 0 : 

46,297 

39 3 


1933 

118,678 ! 

01,544 

52 0 1 

57,13 4 ; 

48 0 

46,9 47 

39 6 

£ 

1934 

132,698 ! 

63,951 

48 2 

68,7 47 

51 8 1 

55.302 i 

41 7 


1935 

152,127 i 

72,316 

47 4 1 

79,811 

52 6 , 

04,127 

42 1 

K1 

1936 

197,591 

98,164 

49 6 ' 

99, 427 

50 4 

81,764 1 

41 5 


. 1937 

196,512 

93,136 

47 4 [ 

103,376 j 

52 6 

81,692 j 

41 6 


{Stafisiical Abstract for the British Empire^ 1926, 1935, 1937, 1938 ) 
♦ Including bullion and com 


x2 
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BRITISH INDIA- DIRECTION OF TRADE* * * § 

Imports 



1 

Total 

Foreign countries j 

British Empire | 

United Kingdom 


] 



Per 


Per 


Per 



£000 

£000 

cent. 

£000 

cent 

£000 

cent. 


' 1913t 

156,498 

43,539 

28 0 ' 

112,960 

72 0 

102.538J 

65 5 


1921t 

209,264 

63,906 

30 5 

145,358 

69 5 

119,098^ 

52 2 


1925 

169,633 

69,903 

41 2 

99,730 

58 8 

86,490t 

50 9 


1927 

187,377 

85,100 

45 4 

102,277 

54 6 

89,4071 

47 7 


1929 

180,598 

87,252 

1 48 3 

93,346 

51 7 

77,327J 

42 8 

Cti 

' 1930 

123,595 

66,581 

53 8 

57,014 

46 2 

45,965t 

37 3 

i " 

1931 

94,779 

52,279 

55- 1 

42,500 

44 9 

33,6111 

35*5 

‘Si 

1932 

99,438 

54,901 

55 2 

44,537 

44 8 

36,598J 

36 8 

.o 

1933 

86,518 

43,239 

49 9 

43,279 

50 1 

35,690 

41 3 

"S 

V. 

1934 

99,215 

50,203 

50 6 

49,012 

49 4 

40,294 

40 6 


1935 

100,817 

51,664 

51 3 

49,131 

48 7 

39,140 

38 9 


1936 

93,930 

47,688 

1 50 7 

46,244 

49 3 

36,049 

38 4 


. I937§ 

130,341 

58,920 

45 2 

71,421 

54 8 

38,972 

' 29 9 

Exports 


r 1913 

162,849 

101,509 i 

62 3 

61,341 

37 7 

38,247J 

23 7 


1921 

155,782 

93,454 

59 9 

62,328 

40 1 

30,744^ 

19 7 

L 

1925 

281,132 

185,891 

66 1 

95,241 

33 9 

58,292t 

20 7 


1927 

239,365 

144,976 

60 6 

94,389 

39 4 

58,406J 

24 4 


1920 

233,104 

150,457 

44 7 

82,647 

35-4 

49,9 17J 

21 4 

c 

1930 

165,369 

100,777 

61 0 

64,592 

39 0 

38,8301 

23 5 

i “ 

1931 

116,916 

65,810 

56 2 

51,106 

43 8 

32,157J 

27 5 

*5a 

1932 

99,204 

54,456 

54 8 

44,748 

45 2 

27,619t 

27 8 

lO 

1933 

110,438 

59,326 

53 7 

51,112 

46 3 

35,407 

32 1 

So 

1034 

113,752 

62,099 

54 6 

51,653 

45 4 

35,913 

31 6 


1935 

120,.193 

64,924 

53 9 

55,469 

46 1 

37,857 

31 3 

1 

1936 

147,094 

79,998 

54 4 

67,096 

45 6 

47,619 

32 4 

1 

1937§ 

135,698 

66,313 

1 48 9 

69,383 

51 1 

45,166 

33 3 


{Statistical Abstract for the Briit^h Empire^ 1926, 1935, 1937, 1038 ) 


* Trade by sea, oxchiding trade on Government Account except in 1913 and 1921. 

t Tnciudmg bullion and com. 

X Including Irish Free State. 

§ Including trade with Burma, previously classed as coastwise. 
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EIRE: DIRECTION OF TRADE 

Imports 



Total 

1 Foreign countries 

1 British Empire 

1 ? ^nited Kingdom 


£000 

£000 

Per 

cent. 

£000 

Per 

cent 

£000 

Per 

cent 

1925 

62,950 

8,978 

14 3 

! 53,972 

85 7 

51,034 

81 2 

1927 

60,824 

12,160 

20 1 

1 48,664 

79 9 

47,057 

77 4 

1929 

61,316 

12,230 

19 9 

j 49,086 

80 1 

I 47,894 

78 1 

1930 

56,776 

10,349 

18 3 

! 46,427 

81 7 ; 

45.432 

80 0 

1931 

50,461 

8,235 

16 3 

; 42,226 

83 7 

40,772 i 

80 8 

1932 

42,574 

7,754 

18 2 

1 34,820 

81 8 

32,629 

1 76 6 

1933 

35,789 

8,064 

22 7 

[ 27,725 

72 3 

25,032 

69 9 

1934 

39,122 

10,695 

27 5 

28,427 

72 5 

26,090 

66 7 

1935 

37,348 

8,224 

22 2 

29,124 

77 8 

27,046 

72 4 

1936 1 

39,913 

13,144 

32 9 

1 26,769 

67-1 

2J,254 

53-3 

1937 1 

44,108 

15,446 

35 0 

28,662 

65 0 j 

22,072 1 

50 2 

Exports 

1925 

43,374 1 

921 

2 1 i 

42,453 ' 

97 9 i 

42,302 ' 

97 5 

1927 

43,568 I 

1,473 

3 4 

42,095 1 

96 6 , 

41,702 ' 

95 3 

1929 

46,225 

2,749 

60 

43,476 

94 0 

42,886 j 

92 8 

1930 

43,768 

2,924 

6 7 

40,844 

93 3 

40,312 1 

92 1 

1931 

35,546 

1,117 

3 1 

34,429 1 

96 9 

34,214 ' 

96 3 

1932 

25,173 

745 

3 1 

24,428 

96 9 1 

24,199 

96 1 

1933 

18,439 

907 

4 9 

17,532 

95 1 

17,310 

93 9 

1934 

17,574 

910 

5 3 

16,664 ! 

94 7 I 

10,421 1 

93 4 

1935 

19,615 

1,341 

6 9 

18,274 i 

93 1 

17,991 1 

91 8 

1936 

21,969 

1,591 

7 2 

20,378 , 

92 8 1 

20,104 ' 

91 5 

1937 

22,234 

1,775 

80 

20,459 : 

92 0 

20,150 1 

90 6 


{Statistical Abstraciif for the British Empire^ 1926, 1935, 1937, 1938 ) 
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NEW ZEALAND: DIRECTION OF TRADE 

Impokts 



Total 

Foreign countries j 

British Empire 

United Kingdom 




Per 


Per 


Per 


£000 

£000 

cent 

£000 

cent 

£000 

cent 

1913 

22,288* 

3,924* 

17 6 

18,364* 

82 4 

13,312* 

59 8 

1921 

42,942* 

11,793* 

27 5 

31,150* 

72 5 

20,833* 

48 4 

1925 

52,422 

14,193 

27 1 

38,229 

72 9 

25,542 

48 8 

1927 

44,780 

14,064 

31 4 

30,716 

68 6 

21,463 

47 9 

1929 

48,727 

15,700 

32 2 

33,027 

67 8 

22,495 

46 2 

1930 

42,600 

13,433 

31 4 

20,227 

68 6 

20,220 

47 3 

1931 

24,755 

7,380 

29 8 

17,375 

70 2 

12,140 

48 9 

1932 

22,988 

6,486 

29 2 

16,502 

71 8 

11,440 

49 8 

1933 

20,463 

5,428 

26 5 

15,035 

73 5 

10,^)00 

51 3 

1934 

25,069 

6,559 

26 2 

18,510 

73 8 

12,631 

50 5 

1935 

29,168 

7,802 

26 7 

21,366 

73 3 

14,681 

50 4 

1936 

35,448 

9,587 

27 0 

25,861 

73 0 

17,552 

49 5 

1937 

45,108 

11,896 



33,212 


22,383 


Exports 








1913 

22,578* 

1,622* 

1 72 

20,956* 

92 8 

1 18,089* 

80 2 

1921 

43,615* 

2,795* 

1 6 4 

40,821* 

93 6 

38,471* 

88 3 

1925 

53,770 

7,540 

14 0 

46,230 

86 0 

43,682 

81 4 

1927 

46,778 

5,508 

11 8 

41,270 

88 2 

36,491 

78 2 

1929 

53,424 

7,812 

14 6 

45,612 

85 6 

40,086 

75 1 

1930 

43,454 

3,848 

8 9 

39,606 

91 1 

35,660 

82 2 

1931 

30,653 

2,093 

6 8 

28,560 

93 2 

27,489 

89 8 

1932 

30,725 

1,863 

6 0 

28,862 

94 0 

27,707 

90 2 

1 933 

31,243 

2,682 

8 6 

28,561 

91 4 

27,261 

87 3 

1934 

36,295 

4,5 t8 

12 5 

31,747 

87 5 

29,857 

82 4 

1935 

35,738 

3,736 

10 5 

32,002 

89 5 

30,187 

84 5 

1936 

44,032 

1 6,198 

14 1 

37,834 

' 85 9 

1 35,483 

80 7 

1937 

53,121 

1 9,361 

17 6 

43,760 

! 82 4 

40,666 

70 7 


{Statint'ical Abstract for the British Empire^ 1926, 1935, 1937, 1938 ) 
Including bullion and com 
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UNION OF SOUTH AFRICA: DIRECTION OF TRADE 

Imports 



Total 

Foreign countries 

British Empire 

United Kingdom 










£000 

£000 

Per 

cent 

£000 

Per 

cent. 

£000 

Per 

cent 

1913 

42,797* 

13,865* 

32 5 

28,932* 

67 5 

23,860* 

55 8 

1921 

58,201* 

17,573* 

30 1 

40,628* 

69 9 

34,156* 

58 7 

1925 

67,928 

24,122 

35 5 

43,806 

64 5 

33,908 

50 0 

1927 

72,845 

29,7.52 

40 8 

43,093 

59-2 

33,121 

45 4 

1929 

82,091 

36,067 

43 8 

46,024 

56 2 

35,937 

43 8 

19:iO 

63,357 

26,675 

42 2 

36,682 

57 S 

29,73.5 

46 8 

1931 

56,039 

21,275 

413 

31,764 

50 / 

25,485 

45 5 

1932 

44,754 

19,052 

42 6 

.5,702 

57 3 

20,712 

46 3 

1933 

49,103 

19,670 

40 0 

9,433 

60 0 

24,719 

50 3 

1934 

66,198 

27,417 

41 4 

38,781 

58 6 

:i2.301 

18 8 

1935 

75,133 

31,361 

41 7 

43,772 

58 3 

36, .559 

48 6 

1936 

86,214 

38,222 

41 

47,99^ 

55 7 

39,934 

46 3 

1937 

103,281 

49,697 

48 1 

53,584 

51 9 

43,995 

42 6 

Exports 

1913 

65,11.5* 

3.973* 

6 1 

61,122* 

93 9 1 

58,830* 

90 4 

1921 

57,960* 

7,641* 

13 1 

50,319* 

86 9 

46,265* 

79 8 

1925 

43,091 

1.5,629 

36 2 

27,462 

63 8 

24,282 

56 3 

1927 

45,609 

17,881 

39 2 

27,728 

60 8 

23,860 

52 4 

1929 

44,960 

18,204 

40 5 

26,762 

59 5 

22,2.58 

49 5 

1930 

30,772 

12,361 

40 2 

18,411 

59 8 

14,741 

48 0 

1931 

22,856 

8,623 

37 7 

14,233 

62 3 

9,914 

43 3 

1932 

24,596 

10,363 

42 1 

14,233 

57 9 

10,360 

42 1 

1933 

22,897 

10,891 

47 0 

12,006 

52 4 

8,684 

37 9 

1934 

2,3,013 

10,121 

44 0 

12,892 

56 0 

9,457 

41 0 

1935 

27,512 

12,258 

44 5 

15,254 

55 5 

11,685 

42 4 

1936 

27,592 

12,948 

46 9 

14,644 

53 1 

11,337 

41 2 

19:i7 

38,497 

19,000 

49 4 

19,497 

50 6 

14,446 

37 5 


{Statistical Abstract for the British EmpirCy 1926, 1935, 1937, 1938.) 


* Including bullion and com 
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Abernetliy", Professor, 40 nr 
AborjgiiK's, protect jon of, 5(3 
Aborigines Pi otcctiou Society, 72, 
IJO, 122 
Abyssinia, 52 

Africa, 304, Hritish economic policy 
in, 292 ; British possessions in, 
82, J0(>; natives, 292; open door 
policy m, 51, 52; tobacco, 22^1-, 
triangular navigation with Great 
Britain and America, 19, 37 
Africa, J British West, British invest- 
ment m, 27, 27 a'; copra, 117, 
exports, 94; ground nuts, 117, 
missionaries, 71; natives, 107, 115, 
IIG; palm jiroducts, 101, H3-21; 
peasant jirodiiction, 109, preferen- 
tial exjiort duties, 117; slave 
trade, IJO 

Africa, Past, missioiidries, 71; open 
door policy, 52 

Africa, Prench Bquatorial open door 
policy in, 52 

Africa, iiench West, palm products, 
120, slave trade, 39 
Africa, Gorman South West, 1 1 2. See 
also (^ameroons 
Africa, North, 51 

Africa. South, ndvancmg frontier m, 
4, British emigration to, 132-3, 
British mvestment m, 15, 23, 

27 299; Oi ntral Bank, 192; 

commercial relations with Gaiiada, 
235, Gn^at Britain, 87, 146, 207 rP, 
219, 226, 233 nh with New Zealand, 
136, diamonds, 14, 22, 101; gold, 
14; grass-lands, 5, hinterland, 11; 
history, 10, 12, 14-15, 41 n®, 53; 
missionaries, 13 -14, 53 4, 60, 71, 
monetary policy, 194, 195, 217; 
native (question, 13, 14, 21; ostrich 
feathers, 101, population, 176; 
preferences, 87 7i“ ; tobacco, 226 ; 
trade, direction of, 311, volume 
of, 206 

Agriculture, 289, 291 ; American, 
162, 216 , Australian, 18 n\ 169-70, 
215; British, 235, 257; Canadian, 
216, see Canada, prairii's, wheat; 
Dominions, 91, 220, 235 , Kuropcan, 
164; Now Zealand, 216; South 
African, 13 


Air power, and the British Empire, 
287 

Albany, 13 
Alberta, 159, 271 
Algeciras, Act of (1907), 62 
Allies, the (1914-18), 95-6, 111-12, 
114. Il5ni 

Alvord, Professor, 40 
AmalH, 8 n- 

America, indigenous population of, 
21, 40 /P 

^Vmeiiea, North, Canada and, 104; 
frontiers, 2, 3, 4, 6, 39, 41; grass- 
lands, 5 , triangular navigation with 
(Jreat Britain and Africa, 19, 37; 
War of Indepi'iidiaiee, 47 See also 
Canada, United States of America 
America, British North, Aflam Smith 
and, 34 41 -2, 45-6, 160, econo- 

mic development, 37-40; emigra- 
tion to, 28 7p; West Indies and, 
37, 39, 40 

America, South, mvestment m, 183; 
Ottawa and, 230. See also Argen- 
tine, Brazil, &c. 

Amery, Mr L S, 108 w', 117, 

132-3, 134, 149, 260^2; The 

Forward View^ 267 
Angelmo, Dr. A. de Kat, 71 a® 
Anthropologv, 71 

Argentine, British mvestment in, 
26, 27 ah 102, 185, 290, British 
supplies from, 101 , Britisli treaties 
with, 239, 242, eolton, 124n^; 
farmers, 216, marki'ts, 210; meat, 
224 a^, 239, 241; scttlemimt m, 
158 ; wheat, 164 a^ 

Aristotle, 21 
Asbestos, 101 

Asia, British commerce with, 11, 
27 ah 51 ; conditions, 169; emigra- 
tion from, 177 

Asrjuitl), Mr , later Lord Oxford and 
Asquith, 1 

Association of West African Mer- 
chants, 109 
Astor, Viscount, 154 
Auckland, 237 
Australasia, 80 

Australia, 273, 285; aborigmes, 70; 
agreement with United Kmgdom, 
265 agriculture, 18 nh 169-70, 
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Australia — cont. 

257 , Anglo-American Trade Nego- 
tiation, 260 ; Hritish emigration, 
17, 28 n\ 133-4, 150-3, 170; 

British investment, 24 n^, 26, 27 nh 
179, 183, 188, 190, 253; Common- 
wealth Bank, 192, 193, 194; 

Commonwealth Court of Concilia- 
tion and Arbitration, 270 ; Deve- 

lopment and Migration Act, 150 n^. 
Commission, 153 defence, 287; 
distress, 215; discontent witli Bri- 
tish policy after Ottawa, 239-40 ; 
economic policy after Ottawa, 

249- 57, 261 -2; Eurojiean civiliza- 
tion, 70; expansion, 158, loO; 
exports, 207 nh 225, 232, 253, 254, 
284, to Great Britam, 207 a^, 225, 
232, 253; financial position, 188-9, 
192-4; frontiers, 4 5; 

Pacific Colonics, 112; imperial 
prefercnc(‘, 86, 89, 98 a-, 148, 2J8, 
251, 254; industries, 170, 248 

251 ; land utilization, 168-9 ; Joyous 
Government, 247; markeis, 210, 
see also vtndcr Maikcts; nuMf, 
224, 239, 24 I , metals, base, lOl ; 
monetary policy, 192 -4, 195, Ot- 
tawa, policy at, 218-19, 220, 230, 
Ottawa, agreements, 227, 246 -9; 
pastoral economy, 13; population, 
150-1, 156 n^ i68-70, 176, pre- 
ferential duties, 84, 87 n®, in favour 
of Great Britain, 87, 142, 148; 
Prime Mmister, 135; protective 
duties, 228, 238 , Railwavs, 26 ; 
relations with Canada, 136, 235, 
with Japan, 231, 252-5, with New 
Zealand, 136-7, 236-7, with the 
United States, 252, 255, 258 , 

Sculhn Government, 247 ; Social 
Credit, 271; Tariff Board, 228, 
247-8; ‘taiiff personality’, 85, 
trade discussions with the United 
Kingdom, 256-7, 258 ; trade, 

direction of, 289, 306, volume of, 
206; Wakefield’s opinion, 18 nh 
41 n^; wheat, 164 duty, 223, 
261; wool, 18, 62, 106, 205, 237, 

250- 5, 261, 266, 268, 289; zinc, 102 
n^; Zollverein^ 85-6 

Australian Association of British 
Manufacturers, 249 

Bacon, Francis, 29 

Bahamas, 136 n® 


Baldwin, Stanley, 104, 143; on 

British economic policy, 147 ; at 
Ottawa, 217, 218, 219, 220, 227 
Balfour of Burleigh, Lord, 97, Com- 
mittee on Commercial and Indus- 
trial policy, 97, 114, repoits of, 138 
Bantu, 12, 13 
Barbados, 19 
Barnato, Barny, 15 
Bass Strait, 70 
basil des, 6 
Basutolanil, 53 
Bay of Islands, 51, 55, 71 
Beauchamp, Lord, 117 
Beaverbrook pi ess, 211 
Bt < ker, Professor, 40 
B‘^ r. Professor G L , 40 
Beit, Otto, 15, 299 
B('!gium, Belgian^, commercial rela- 
tions with Australia, 250, 250; 
with Germany, 267 td , with Great 
Britain, 77, 84, 86 

1 Bennett, Mi R. B , 1, 236, 262, 263, 
204, at the Tmpeiisi Conference 
(1930), 212-13; at Ottawa (1932), 
218, 224 nk 229 
Berlin, 183; congress of, 52 
Bermuda, 136 
Bi'rmufla Company, 35 
Bigland, Alfred, 107 
Birmmgham, 9 1 , Chamber of Com 
nierce, 80, ‘Birmmgham School’, 
92, 93, 199, 229 
Bismarck, 301-2 
Blue Mountains, 4 
Boeis, 12, 53 

Borden, Sir Robert, 127 n- 
Borneo, British Nortli, 27 
Botha, General, 89 
Bottomley, Horatio, 139 
Bia/il, British investments in, 24 
26, 27 n^, 290 ; cotton exports, 
124 

British Commonwealth of Nations, 
1 ; defence and economic policy, 
286-8 , emergence of, 46, 50 ; ideals 
of, 62, 64, 156, their economic 
implications, 267-8; world trade 
and, 291. See also British Empire 
British Cotton Growing Association, 
123 

British Empire, British investment, 
26, 27 nb 178, 179, 182-6; copper, 
100 n^; cotton, 102, 123-4; cur- 
rency control, 191-6; development 
of, not exclusively to be explamed 
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British Empire— cont, 

on the Marxian theory, 15, by 
mvestment, 22, by trade, 10; 
economic policy, 33, 50, 80-2 ; 
see also rhambcrlain, Joscpli, 
Hiiftkhsson, Prctcrence, Protection; 
forestry, 102; jealousy of, 118; 
petroleum, 102, platinum, deti- 
cjency in, 103, quicksilver, defi- 
ciency in, 103 ; raw materials, 100, 
101; rubber, 101; sisal, 22; tea, 
22; trade, 98 n\ 203-8, 222, 231, 
258, 208 9, internal, 18 80-1, 

231, 258, British, 27, 80-1, 141, 
231, Wakefield’s influenoe, 18; 
World War (1914-18) and, Chapter 
I, section 5; zinc, 100 ; Zoll- 

vcrein, 49, 81, 83, 85, 80, 235, 234 
British Empire, the first, collapse 
of, 39-41, 46; economic policy of 
Great I3iitain towards, 38, 39, 40, 
45 

British Empire Producers’ Confe- 
rence, 255 

Bruce, Mr., at Imperial Economic 
Conference (1923), 143-5, 146, 

147, 213 n«; at Ottawa (1932), 
215, 218-19, 220, 230; opinions of, 
on Australian development, 150; 
on Australian preference policy, 
142; on ‘money’ and monetary 
policy, 178, 195, 221 
Bruges, 31 
Br^ce, Lord, 118 
Bukharin, 298 
Burke, William, 29 
Butter, 262 Canadian, 212, 236; 
Now Zealand, 212, 243-4, 262, 
268 

Calvinism, 60 n' 

Camerooiis, 301-2 

Canada, agriculture, 216, see prairies , 
annexation of, 19; asbestos, 101; 
British (‘migration to, 17, 152-3, 
butt(^r, 212, 236; cattle, 145, 226; 
C‘entral Bank, 192-4; cobalt, 101 ; 
coimiiorcial relations with Austra- 
lia, 136, with the Ciiitcd States, 
99 nC 104, 105, 141, 212 rP, 260, 

262- 3, with New Zealand, 212, 
commercial treatie.s, 236, 259 n^, 

263- 4; defence, 287; economic 
policy, 49, 136, 212, 224 nb at 
Economic Conference (1923), 145, 
147, at Ottawa (1932), 218; Iman- 


Canada — cont. 

cial position (1936), 186-8, 289; 
Erench Canadians, 167-8, 176; 

frontie^rs, 4; imperial preference, 
49, 212; industries, 49, 263, 287; 
investment, American, in Canada, 
187, British, in Canada, 26, 27 n*, 

183, 187, Canadian, 180; kelp, 

103; Mackenzie King government, 
263 ; market for British and Empire 
goods, 211-12; monetary policy, 
194-5; nick(‘l, 101 ; Ottawa agree- 
ments, 264 , population, 158, 165-7, 
170; leakage of, 28 nb 166-8; 
prairies, 157, 158-65, 224, 262, 
263, 289, 291 ; preferential duties, 
87, 87 ; Red Indians, 70; Tariffs, 

raising of, 212 ; reduction of, 264-5 ; 
tobacco, 226, trade, direction of, 
307, volume of, 206, export, 195 
207 ni, wheat, 49, 105, 158-65, 
205, 224, 237, 263, 268, 287, 289, 
duty, 223, Garnet, 159 n^. Marquis, 
159, Reward, 159 Red Eifo, 
159 ; zinc, 102 n' 

Canadian Pacific Railway, 158, 159 

Canterbury Association, 63 

Cape Colony, British emigration to, 
28 ; colonization of, Dutch, 12; 

British 13; missionai los, 13-14; 
strategic importance, 1 1 

Capital, accumulation of, 294, 295, 
297, 301-2; Empire created by, 
23-5, 26-7, 178 

Capital, American, in Canada, 187; 
British abioad, 23 4, 26, 27 
279-85, m Aigontine, 2(>, 27 nb 
102, 185, m Australia, 26, 188, 
190, in Brazil, 26, in Canada, 26, 
27 nk 183, 187, in Ceylon, 27 nb 
in Chile, 26, 27 m Denmark, 

184, in the Empire, 26, 27 n^, 
178, 179, 182-6, m Egypt, 27 

in India, 20, 27^, in Japan, 25, 
in Ken) a, 20, in Mexico, 26, 
27 in New Zealand, 26, 27 n^, 
189, 190, in Nigeiia, 22, m Russia, 
26, 27 nb in South Africa, 15, 23, 
27 n^, 299, in Kpain, 27 rP, m West 
Africa, 26, 27 iri the Uiutecl 
States, 25, 20, 182, m the nme- 
teenth century, 300; ('anadian, 
180, Dominions, 179-80, Dutch, in 
England, 25; European, in Chuia, 
25, 26, m Japan, 26, m Persia, 25, 
in Turkey, 25 
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Capital market, 23, 88, 99, 101, 178. 

See Chapter HI, section 3, jxiasirn. 
Capitalism and Imperialism, see 
Lenin, views of, on l^^mpiro 
Cardwell reforms, 68 a® 
Carr*Suiinders, Professor, 154 
170 n* 

Carson, Edward, 95 
Cavendish- Bt'otinek, Lord Henry, 
119, 123 

Central Australia, 70 168 

Ceylon, British investment m, 27 a' ; 

(luota system, 1 25 
Chad, Jjake, 52 a** 

Chamberluin, Austen, 139, 140 
Chambi'rlain, Joseph, 1, 2, 29, 

economic views, 84-5; free tiade, 
83; and Mr. Hc'wins, 90 1, 138, 
imperial pief(a*(>nce, S9, 220, im- 
perial theory, 51, 82, 233, piotec- 
tion, 80, Zollrcrein, 83, 231 
Chamberlain, Neville, 184, 220 1, 

233 

Charli's, Dr Enid, 170 a'* 

Charlton, Mr , 142 a® 

Chart(*red eomf)ames, 34 
Child, Sir Josudi, 19, 29 a^, 38 
Chile, Bntisli investment in, 26, 
27 , market for British goods, 

210; nitrogen, 103 

China, 304, inaiket for British 
cottons, 210, nationalism, 9, open 
door, 5 1 , 92 ; Railways, 26 ; western 
tiade with, 9 

Chi istianity, 6, 8, 53. See also 

Missionai i«‘S 

Churchill, Winston, 88 a^, 118 
Clifford, Sir Hugli, 113 a^ 

Coal, 98 ah 105 
Coates, Dandeson, 56 
Coates, Mr ,218 
Cobalt, 101 

Cobden, Richard, 48, 72, 73, 75, 76, 
90 

Cobden Club, 76, 87 ah 95 
Cobden Treaty, 76-7 
Cocoa, 22 

Coffee, 289; Indian, 226, Rhodesian, 
226 

Colbert, 33 
Cole, 0. D. 11., 154 
Colonial self-government, see Colonies 
Colonial Conference (1887), 199, 266, 
(Ottawa, 1894), 82 3, 86; (1907), 
88-9, 98 For later Conferences 
‘ see Imperial Conference 


Colonial Ofiico, 116, 119, 122; and 
New Zealand, 56, 63, 65 ; and 
South Africa, 13 ; and West Africa, 
121 

Colonial Stock Act, 180 ah 183 
Colonies, British, 27 35, 36, 37-9 ; 

and the Army, 38, 67, 68, 68 a®; 
control of tariffs, 48, 124 -6, de- 
mand for autonomy, 49, Posses- 
sions Acts, 48; self-governing, 
78, 82, 87 ; self-government, colo- 
nial, 64 ah 66, 84 

Colonies, de peuph nient et d' exploita- 
tion^ 20, outlet for Capital, 295; 
D"uish, 39 , Dutch, 39, 92 ; (Jermaii, 
9'*, 112 13 301-2 aZ.se Fmpire 
Comrmttf on Methods tif Economic 
Co-opeijition, 233-i 
{ oiiimumsm, S( e INhirxism 
Congo, Belguiii, 21, 52 a” , basin, 52, 
93, scandu], I 17 
t 'oMstantinopie, 9 
Copper, PiO /d, 289 
Copra, African, 117 
('orn Jaiws, 49 

Cotttin, 22, 102, 105, Argentiiu', 

J24ai; American, 102 a®, 124 rd, 
Egyptian, 124/d, Empire, 123-4; 
Indian, 20, 81 ah 124ah 210-11, 
Nigerian, 123, 124 a^, ^Sudanese, 
22 ah 123, 124, Tanganyika, 124 
a^, Uganda, 124; West Indies, 
124 a^ 

Cotton industry, Bntisli, 20, 98 a^, 
102 r?3, 124, 210, 211, 238, 247, 
253-4, 256 
Crete, 10, 15 
Crowe, Lord, 118 
Croce, Benedetto, 304 
Croft, Sir Henry Page, 260 a® 

Crow^', Sir Eyre, 267 
Crown Colonies, 104 a^, 107 
Cnisadt*s, 8, 9 
(hiba, 86, 259 
(Mmberland Cap, 4 
Curasao , 39 

Currency laws, 3, 44. See also Money 
Curtis, Lionel, 66 a® 

Curzon, Lord, 25 a^ 

Czechoslovakia, Czechs, 5, 250 a® 

Dahomey, 52 a® 

Damibian States, 222, 258 
Deakin, Alfred, 85, 89, 90, 98, 220, 
229 

Declaration of Indepondcnce, 40 
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Defence, and cconom policy, 30 n, 
32, 35, 36, 270, 285-6 
Denison, Sir Willjarn, 05 
Denmark, economic policy, 230; 
relations with CTnited Kingdom, 
101, 102, 184, 240, 243 
Depend('ncies, lelations of with Croat 
Britain, ace Chapter II, section 
J , economic enteriiiisc m, 289; fall 
of prices, 292 
Diamonds, 14, 101 
Dionne Quintuplets, 187 
Disraeli, Benjamin, 49, 81, 234 
Dominions, absorptive capacity of, 
130, 131, 108, see also Emigration; 
agriculture, 91, 220; economic 

policy, 49, 50, 83 8, 91, 154, 234, 
201, 200, 209, towards Croat 

Britain, Chajiter II, section 2, 
219-20, 235-8, 200, towaids each 
other, 237, anil the W«ir (1914-18), 
94-7; fall in prices, 291-2, immi- 
gration policies, 129 , independence, 
economic, 100, 180, 191-7, mone- 
tary, 192-0, 197, raw materials, 
287; standards of living, 176; 
tariffs, 83-0, 87-8, 202, 220-7, 

229, trade, 99, 200-7, 219, export, 
91, 178-9, 200, 210, import, 200 
Dominions Royal Commission, 18 n^, 
97 n2, 98-9, 1 19, 127, 128, 129, 130, 
170, 287, Report of the, 99-100 
Dook'y, Mr., 134 
Dumping, restraint of, 140 
Dunham, Dr , 77 
Dimnmg tariff, 2i2 
Dunstan, Professor, 113 rd 
Durham, Lord, 1 
Dutch, see Holland 

East India Company, 11, 20, 21 
Economic Advisory Coimcil, 154 n} 
‘Economics of siege,’ Chapter I, 
section 5, 117, 280 

Economist, The, 94 n^, 114 nh 137, 
180, 181, 223, 224, 206 
Edward III, 32 

Egypt, British investment in, 27 n', 
299 ; cotton, 124 
Elbe, 6 

Elizabeth, Queen, 164 
Elliott, Walter, 240 
Elhs, L. E., 154 

Emigration, British, 295, direction 
of, 28 n^, subsidized, 132-5, 150, 
162 3, 175, within the Empire, 


Emigrati on — co nt . 

27, 127, 128-35, post-war, 149-57, 
170, 174-7. 178, to Australia, 

17, 28 n\ 133-4, 150, 153, 170, to 
Canada, 17. 152-3, to New Zealand, 
28 n\ 95, 153 n\ 157 rd, to United 
Stall's, 20, to West Indies, 19, 
Wakefield’s plan, 10—18, from 
India, 177 , fiom Ireland, 17 n^; 

Muiojiean, 130 177 ; and popula- 

tion, 171-4 
Emmett, Lord, 117 
Empire, British, see British Empire 
Empire, Byzantine, 8, 9; Dutch, 
33, 207 rd, French, 33, 39, 40; 
Portuguese, 33 , Spanish, 33, 39 ; 
Turkish, 113; Venetian, 9, 10 
Empin- Cotton Crowing Committee, 
123 , Coiporation, 123-4 
Empire Development Union, 141 n® 
‘Empire Free Trade’, 80, 211-12, 
213 

Empire Markctmg Board, 200 3, 233, 
234 

Empire Migration and Development 
Conference (1937), 157 
Empire Resources Development Com- 
mittee, 100-9, 113, 116, 122 
Empire Eeview, 95 

Empire Settlement Act (1922), 132, 
135, 150, 153, 155, 175 
Engels, Friedrich, 73 
England, 3, 32, 35, 44, 295. See Great 
Britain 

England, Bank of, 193 
Erasmus, 30 

Europe, civilization of, 5, m Austra- 
lia, 70, m Canada, 70, in New Zea- 
land, 54-5; economic system and 
theories, 72, 78, 109, 286; emigra- 
tion from, ISOnh 177; expansion, 
5-8, 43, 157; frontiers, 2, 3; 

internal polities, 33, effects of on 
British Empire, 287, 290; popula- 
tion, 157, 289; wheat acreage, 
103 

Exploitation, dual meaning of, 20-1 

Fair Trade, 74 nh 79, 80, 92; Fair 
Trade League, 80, 91 
Fancy, 54 

Farmers, farming, see Agriculture 
Federated Malay States, 87 n®, 116 
Fichte, 75 
Fiji, 22 

Firth, Dr. Raymond, 59 
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Food taxoR, 90, 91, 139, 141, 144 
Forbos, Mr , 214 
Foroign ()llic(', 183 
Foreij^n Transactions Advisory Com- 
mittee, I8()n3, 184 
Forestry, 102 

Forsyth, W. D., 170 nb 171 
Fortoseno, C'luohostor, 05 
Fox, Mr , OS 
Fox, 11. Wibon, 107 
France, A Mandates, 113; adminis- 
tration, 33; An^Io-Frenoh vXgiec- 
inent (1898), 52 , Anglo-Fiench 

Condominium Treaty ( 1900), 52 ; 

bulljon laws, 3, Capo Colony, 11, 
commercial relations witli Aus- 
tralia, 250 witli CriMt Britain, 
70, 77, 115, economic polu'v, 33, 
39, 78, 93, 104, 287, <‘xpan^ion, 
43 , monetary agieenaait with 
United Kingdom, 185, 258, Moroc- 
co, 299, population, 151, 171 ri-, 
177, Revolution, 33 
Franco -Prussian War, 78 
Froo-trad(% attacks on, 72, 78, 141 2, 
199-200, 213, bv K.t, 73 ~ , 

Biitish economic policy and, 81, 
88; British Empire and, 49-50, 
72, 73, 82; British industiies and, 
98 a', dochni' of, m Creat Biitain, 
137-141, 200; defence of, 70, 

85 0, 142; Dominions and, 85, 89- 
90; Kngi’ls and, 73; foundation of 
h]mpjie, 290, nnssionaiy ideals 
and, 72 

Frontier, comparison between Ameri- 
can and Gi'i'man, 0 ; economic, see 
Chapter 1, section 1 ; different 
types of economic fionticr, 
farmers’, 4-5, mvostors’, 15, 22-0, 
minors’, 4-5, missionaries’, 11, 
Chapter I, section 3, settlers’, 0, 
15, 19, squatters’, 5, planters’, 

19-21, traders’, 4, 19, 54, moving, 
4, 5 , meaning of, in America, 
2-4, 0, 41, 43, m Australia, 4-5, m 
Europe, 2, 3, relation between 
political and economic frontiers, 
0, 7, 8, 9, 10, 28, 39, 100 
Fuchs, Dr., 80 

Gallipoli, Battle of, 27 
Garnett, W. J., 154 
Genoa, 9, 10, 43 
George V, Jubilee of, 242 
Georgia, 20 


Germany, colonial policy, 82 n^, 112, 
114, 267 n, m Africa, 299, 301 2; 
commercial relations with Aus- 
tralia, 102 with the Biilish 
Empiie, 77, 205, with Canada, 
87 n, with New Zealand, 278, 
cuiiiaicy K'gulations, 3; economic 
policy and theoi^', 73 4, 104, 232, 
258 n^, 287; expansion, 5-0, 7 nD 
population, 171 177, i>otash, 

101, 103, Tariff \ct (1903), 78-9, 
law materials, 90, tiade treaties, 
52 n^ World A\^ar (1911 18), 94, 
90, 100, I ! I 
Gevira, 22 
GiU'>tunani, 7 7i^ 

Gladstone, William Ewait. 50 
Gold, 14 

(;old (\)asf, 22, 52 117 

Gold Standaid, 191 -2, 193, 194, 190, 
217 

Goie-Biuwn, GoMinor, 04 
j Goviinmeat Emigration Coinmitti'e, 
I 130 

Giaharn, Mr VV^ 212 
Gre.it Biitain, 19, 20; Abnormal 
Jmjjoj tat ions Act (1931), 214; 

agricultiiic, 144, 215, 220, 235, 
257, Budget (1919), 139-40, Coali 
lion Goveimnout, 141, Cobderi 
Treaty, 76-7, economic policy, 
and defence, 280, and the Domi- 
nions, 80-90, 200, and the Geimau 
colonies, 112, impi^rial jireferenco, 
49-50, 127, inost-favouied-nation 
treaties, 70-9, 84, 80, open door, 
5(D2, 82, 88, 95, 116, see also 
Imperial Preference, Protection, 
&c , Finance Act (1919), 142 n«; 
Import Duties Act, 214, 218, 223, 
259, mdnstiK^s, 131, 183, 209, 

211, 232, 287, key and pivotal, 97, 

140, safi^guardmg of, 97, Safe- 
guarding of Industries Act, 140, 

141, mdustry, cattle, 241, crushing, 

110, cotton, 20, 98 ab 102 n®, 124, 
210, 211, 238, 247, 253-4, 256, 
coal, 98 «b 105, hosiery, 98 
Imen, 98 live stock, 240 -1, 
shipping, 98 nb textiles, 98 rd, 
210, 211, 238, woollen and worsted, 
98 ; investments, 289, 300, 

abroad, 23-4, 20, 27 ab 179 -85, 
in tho Empire, 20, 27 ab 178, 
179, 182-6, government inter- 

ference with, 182-5; Labour 
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Governni(‘rit (192,3), 148, manu- 
facturers, 91, 93, 99, 141, 230, 
248-9, 279; moiietnry policy, 194- 
5, J9(i, 197; National Farraora’ 
Union, 255 National Govern- 
ment. 214, 230 , population, I(i, 17, 
47, 129, 131, 154, 150, 171-6, 177, 
188, relations witli Bel{ 2 :min, 77, 
with Canada, 204—6, with France, 
76-7, with New Zealand, 56, 57, 
60, 02 -8, 278, 279, with the 

United .States, 258-61, 265-0, 267, 
291, trade, with Baltic states, 
231, with lliitish Empire, 80-1, 
99, 208, 219, 231, with Holland, 
116, with Scandinavia, 231, with 
other countries, export, 78, 

92, 184, 185, 205, 207 n^, 208, 240, 
249, import, 181, 207 208-9, 

249, stagnation, 208- 9, volume of, 
18n^ 79, 231, Board of, 98/^, 
114, President, 142, 143, 145, 

Trade Facilities Acts ( 1922 -7), 1 84 , 
World War (1914-18), 94-7, War 
debt, 94, 107 

Great Comniereial Republic, Adam 
Smith and, 29, 42, 45, 162, 267; 
Australia and, 169 ; British Empire 
and, 83, 289; defence and, 285-6, 
disintcgiation of, 75-6, 230, Great 
Britain and, 47 -9, 73, 93; List 
and, 74, markets and, 199; 
nationalism and, 269 
Great Trek, 53 
Greece, Greeks, 9, 145, 278 
Gresham, Thomas, 30 
Grey, .Sir Edward, 183 
Grey, Governor, 64 
Grotina, Hugo, 75 

Ground nuts, Indian, 116 n^. West 
African, 117 
Guadelupe, 19 
Guilds, 33 

Hadfield, Archdeacon, 66, 67 
Hakluyt, 35 

Halifax, Loid (Mr, Wood), 118, 
1 19 n2 

Hamburg, 1 1 4 
Hamilton, Alexander, 72 
Hansards, 7 

Hardy, Thomas, Mayor of Caster- 
bridge, 174 
Hams, Frank, 299 
Hau Hau rising, see Maoris 


Havenga, Mr., 213 214 n^, 219 

Hawaii, 259 ri^ 

Hawley'Smoot Tariff, 212 n^, 229, 
259, 260 262, 263 

Hay, Mr., 92 

Heckschor, Professor Eh, 29 31, 

32 

Hemming, A. F., 154 
Henry Vll, 29 
Heitzog, General, 133 
Ilewins, W. A. S„ 90, 137-8, 140 
Hidi’s, Indian, 115, 116n^ 

Higgins, Justice, 270 
Hilfeiding, Rudolf, 298 
Hobbes, Thomas, 75, 106 
Hobson, (^iptam, 57 
Hobson, J A , 2 aS 18 n2, 180, 297 
Hofrneyr proposal, 89 
Hohenzolleiius, 32 

Holland, biith-rato, 171 Capo 
Colony, 11-13, carrying trade, 36 ; 
commercial relations with Groat 
Britain, 23, 25, 116; East India 
(^ompany, 11, 12, 14, 22 ; 

Ernpiio, 33, 267 n' , margarine, 

1 14, 120 , Netherlands India, 22 n } ; 
palm cultivation, 120 
Hong Kong, 27 
Hottentots, 54 
Hudson Bay (^ompany, 158 
Hughes, Mr W. M., 95, 127 
Hungary, 216 

Huskissoii, William, 1, 35, 48 

Imperial Conference (1911), 98 n® ; 
(1930), 212-14; lOeonomic Con- 
ference (1923), 135, 136, 141, 142, 
143-7, 177-9, 200, 202; (1932 

Ottawa), 104, 144, 177-8, 185, 
191, 195-6, 202, 203, 204, 207 nh 
213, 214, 215-30, 290, 291, results 
of, Chapter III, section 4; War 
Conferenco (1917), 97, 126, 127; 
(1918), 129, 136, 138 
Imperial Development Board, 97, 104 
Imperial Economic Committee, 119, 
200, 202, 204, 206, 233 
Imperial Institute, 233 
Imperial War Cabinet, 126 
Imperialism, mcanmg of, 1-2; 
Marxian theory of, 1, 2, 15, 

Ajipendix i 

India, Adam Smith and, 34 n^; 
British investment in, 27 n^; Cen- 
tral Bank, 192, 194; coffee, 226; 
commercial relations with Great 
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Britain, 20, 23 80 n^, 205, 

207 210, 211, 223; cotton, 

81 n', 124 n^, 210, 211, emigration 
from, 177^2, Bmpire Resources 
Dt'VclopTn(‘nt Committee, 107 , eco- 
nomic policy, 146-7, 216, 219; 
ground nuts, 116 n'*, hides, 115, 
116 Imperial Development 

Board, 104 n^; jiito, 98 nh 101, 
114-15, monetary policy, 104, 
195, tea, 20, textiles, 20, tobacco, 
226, trade, diiection of, 308, 
volume, 206 
Indies, Dutch East, 120 
Indies, British West, cotton, 124 n^, 
plantations, 19, 20, relations \vifli 
American colon k's, 37-9, 39 Ad, 47, 
with Canada, 87 136, with 

Great Britain, 37-9; sugar, 19, 20, 
22, 39 157, Trade Agiocrnent 

Act, 136n^ 

Indies, French W(‘st, 38, 39, 10 
Industrial Revolution, 23 17 

Innis, Mr , 146 

Ireland, 35, 37, 174 /r, 151 e’, 

emigration fmm, 17 Protestant 
Ascendancy m, 10, 

Irish Free State, 233 nh 235, 300, 
compariHl with New Zealand, 276 
Italy, 5-6, 164, 209, 287, biith-rate, 
171 and Anstiaha, 250 256 

Ivory Coast, 52 

Jamaica, 19, 39 
James I, 35 

Jantzen & Thormahleii, 302 
Japan, 25, 26, 51, 252-5, 286 
Jersey, Lord, 86 
Jute, 20, 98 aJ, 101, 114-15 

Kauri gum, 101 
Kelp, 103 
Kemp, Mr., 71 n® 

Kenya, 20, 52 64, 65 124 

Keynes, J M , llOn^ 181 ai, 184, 285 
Kimberh'v, 23 

Kindersli',y, Sir Robert, 180, 182 
King movement, see Maoris 
Kingsley, Mary, 71 
Korea, 5 1 

Kuczynski, R, R., 170 

Lancashire, and Ameriean cotton, 
102 n^, and Australia, 238, 247, 
253-4, 256, textiles, 20, 124 


Land League, see Maoris 
Laurier, Sir Wilfred, 87 n^, 88, 262 
Law, Mr, Bonar, 115, 138-9, 141> 
143 

Lead, 100 

J..eague of Nations, 113, 184; Review 
of World Trade and Balance of 
Payments, 204 

Dmin, 2, 15, 297, views of Empire, 
297, 300, 303 , his views con- 

trasted with those of Ro.sa Luxem- 
burg, 301 

Leopold I, King of the Belgians, 21, 
93 

Lerov-Boaulieu, M, 19, 20 
L(‘\ irit, European trade in, 9 
Lev er biotlicrs, 3 18 
List, FiK'drieh, 48 ai*^, 74-5, 85, 191, 
268 

Liverpool, 109, 163; Chamber of 

Common i‘, 114, 122 
Ivivmgstoni*, David, 1. 70 
Llo>d orge, David, 97, 111 n', 
139, 1 41 

Lloyd, Sampson, 74 
Loirt', 6 

London, 104 nb 173, 283, 285; 

Chamber of ( Viinmerce, 1 14 , ‘ City 
15, 22-3, 92, 183, 184, 193 
London School of Economics, 90, 91, 
202 

Long, W«iUer, 129, 141 n® 

Low Countries, see Holland, Belgium 
Lugard, Lord, 71, 110, 113 ais 116 
Luxemburg, Rosa, theoi> of Empire, 
301-2, 303 

Lyne, Sir William, 89 n^ 

M’Culloch, Jolm Ramsay, 48 
Mae<lonald, J. Ramsay, 148 
Machiavelli, II Principe, 30 
McKenna duties, 137-8 
Mackenzie King, Mr , 264 
Mackinder, Mr , later Sir Halford, 
1 15, 234 

McKinley Tariff, 262 
Mackintosh, Professor, 160 
Maclean, Donald, 139 
Malaya, British, 120 206, 260 

Malta, 206 

Malthas, 16-17, 294, 303; Es-^ay on 
Population, 17 

Manchester, 80; Chamber of Com- 
merce, 114; ‘Manchester School’, 
92, 115, 229 

Manchester Guardian, 213 



320 INDEX 


Manchuria, 20, 158, 254 
Mandates System, 51, 52, 112, 113, 
115, 11«, 124, Permanent Man- 
dates romrnishion, 93, 112 n** 
Manitoba. 159 
Mantcll, Sir Wall it, 02 
7n<ione, 7, 34 

Maoris, eharaetor and culture, 57-60; 
Euju])e<ia influence, 54—6, 61-2, 
69, Hau Hail nsmg, 61, King 
movement, 64-5; Labour Con- 
ference, 09 lands, 57, 59, 62-3, 
64, Land League, 64, Ngatiahu 
tribe, 62 , relations with the 

British, 59, 64, 65-70; rights of, 
57 ; wars, 59, 64, 67-8 
Market, capital, Ace Capital market 
Maik(*ts, Argentme. 210; Australian, 
210; American, 261; British, for 
Kminre goods, 207, 219, 223, 235, 
243, for Australian wool, 253, and 
fruit, 135, for New Zealand goods, 
insufheiency of, 242, 243, 266, 

Now Zealand’s dependeneo on, 
198, 270, 279-80, for New Zealand 
butter, not bottomless, 245; Cana- 
dian, 211, Chilean, 210, Chinese, 
210, Krnpm', 105, 106, 119, 141, 
142, 208, 209, 210, 211, for British 
goods, 208-11, 235, insurpieiency of, 
245-6, 250-1, 253-4, 266, 289; 
foreign, for Australia, lt2, Aus- 
tralia’s loss of, 249- 52, for Bntisli 
goods, 83, 85, 97, 142, 219, for 
Knifure goods, 142, 210, for Indian 
goods, 146 ; Nev Zealand, 210, 21 1 ; 
meaning of, 198-9; sheltered, 38, 
39, 90, 101, 105, 199, 209, 246, 
for Australian goods, 254, lor New 
Zealand goods, 266, foi Empire 
goods, 135 6, 143, 191, 198, 267, 
291 

Marsd(‘n, Samia'I, 55, 71 
Martin, iSir William, 6/> 

Marx, Kail, 73 297, 301, 303; 

Cdpitnl, 296-7 

Marxism, its theory of histoiy, 2, 
of Empire, 2, 15, 296, 300, 301, 
303 

Massachusetts, 37, 39 
Massey, Mi , 136, 146 
Ma?zmi, 191 

Meat, American, 224 Argentine, 
224 nh 239, 241, Australian, 224, 
239, 241, New Zealand, 19S, 224, 

225, 237, 239, 241-2, 268, 283; 
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Empire, 230; quota, 218, 224-6, 
239, 241-2 

Mediterranean, 5, 7, 10 
Mein Katnpf^ 6 
Melbourne, 89 
Menzics, Mr. R. C., 249 
Mercantilism, 28-41, 42, 44, 60, 106, 
108 

Menvale, Herman, 295-6 
Metals, base, 101 
Mexico, 26, 27 nh 124 
Mevsey- Thompson, Colonel, 139 
Mill, John Stuart, 295, 297; Pnn- 
ciples oj Political EcAmowy, 295 
Miller, H Cl., 54 60 61 

Missionaries, 70, 110; Moravian, 

12 n^, in East Africa, 71; in 
Now Zealand, 54-7, 60-2, 63 nh 
64, 09, m South Africa, 13-14, 
53-4, 60, 7 1 ; m West Africa, 71,110 
Mombasa, 124 

Monetary policy, 216-17, 221. See 
also under separate Dominions 
Monoy, Adam Smith on, 44; different 
meanings of, 32, 33, 178, at 

Imperial Economic Conference 
(1923), 177, 178, at Ottawa (1932), 
177, 178, 195-6. See Chapter 111 
section 2 See also Cajutal 
Mongolia, 158 
Montreal, 163 
Morocco, 51, 52 209 

Most-fa voured-iiation treaties, 76-9, 
84, 86. 96, 258 
Mun, Thomas, 30 
Mussolini, Ik'uito, 1 

Naclitigal, 302 
Naj)ol(H)n, 17 n 
Natal, 28 

National Pair Trade League, 80 
Nationalism, 191, 269; Chinese, 9; 
German, 73, Greek, 9, Indian, 146; 
and economic policy, 36, 269, 270; 
m List, 75, economic, 78, 92, 184, 
198, 276, 288 

Natives, rights of, 122 , South African, 
13, 14, 31 ; West African, 107, 115, 
110 

Nauru, 112 w® 

Navigation Acts, 35, 36, 49 
Netherlands, see Holland 
Netherlands India, 22 
New England, 16, 38 
New Hebrides, 52 
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New South Wales, 5, 18, 5h, 61, 134, 
163, 190; Bank of, 193 
New Zealand, agriculture, Executive 
Commission of, 280 ; Ballaricc and 
Scddori Governments, 271 ; bank- 
ing, Central J3ank, 192, 194, Bank- 
ing Amendment Act, 197, Reserve 
Bank, 197, 281, 283, 284, Reserve 
Bank of New Zealand Act, 197, 
Reserve Bank of Now Zealand 
Amendment Act, 197 ; British 
investments in, 26, 27 n', 189, 

190, British market, msuflicient 
for Now Zealand goods, 243, 246, 
266; butter, 198, 212, 230, 237, 
262, 268, 283, see also Dairy 
farming , commereial relations w illi 
Australia, 136-7, 236 7, with 

Canada, 235, with Germany, 27*^, 
with Great J3ritain, 118, 201 214, 
237, 243 -5, 278, 279, with Greece, 
278, witli Sweden, 27'^, constitu- 
tion, 63, 65-6, 67, Dairy nelustry, 
243-4, 280-3, Dany Industry Com- 
mission Report, 281, Deuiimons 
Royal Commission, 9’), fa imon* * 
policy, 136, 227, 245, 271-3, at 
Ottawa, 218, disi'ontent with 
British policy after Ottawa, 239 
40, comparison with Ji eland, 276, 
Labour Government and, 275-85, 
exchange control, 279 , emigration 
to, 28 nh 95, 153 nh 157 

farrneis, 216, 281-2, and price 
colla])S(‘, 272, 271, 280, hnaiices, 
189-90, 283-4, Finance Acts, 197, 
Minister of Finance, 275, 279, 285; 
German Pacitic Colonies, 112, 
industru's, 236, 277, 283, industrial 
policy, 277, Industrial Eilicieney 
Act, 277, Bureau of Industry, 
277 ; kauii gum, 101 ; land disputes, 
67, 59, 62, see Maoris ; markets, for 
the Empire, 211, for Great Britain, 
210; moat, 198, 224, 225, 237, 
239, 241-2, 283, quota, 225; 

missionaries, 54-7, 60-2, 63 n^, 

64, 69 ; monetary policy, 190, 

194, 195, 197-8; Ottawa agreements, 
241-2; phormiiim, 101, popula- 
tion, 168, 175 -6 ; Primary Products 
Marketing Act, 281, Prime Minis- 
ter, 135, 148, 244, 274, 275; 

settlers, 56, 57-8, and Home 

government, 62-8 , Social policy, 
273-5, 284-5, Social Security Bill, 


New Zealand — cont, 

274, 276, 283; steel, 277; tariffs, 
preferential, 87, reductions, 228, 
see also Economic policy; trade, 
export, 61, 207 283, 284, import, 

279, 284, volume of, 206, direction, 
310, unemployment, 170 273, 

274, 275 ; whe^at, 236 ; wino, 237 ; 
wool, 198, Wakefield’s views, 18, 

41 71 ^ 

Newfoundland, 27 n\ 99, 186, 206, 
291 

Ngatiahu, see Mao as 
Nickel, 101 

Nigeria, 52 71^, 206; British iiive.'t- 
nv lit in, 22; cotton, 123, 124 iP; 
jjcilrn products, 119, 120 n®; tin, 

I 15, lie. 125; Niger Company. 117 
Nile, 52 
Nitrogen, 103 
Norrnanbv, Lord, 56 
Noimuns, 8 
j Nojlii Islaml, 55, 62 
Norway, 171 
Nyasaland, 52?!®, 124 

Observer, 213 
Ochs, Alfied, 299 
Ontario, 158, 165, 167, 263 
Open door, 51, 52, 82, 87, 92, 125 
Ormsby Gore Ropoit, 65 
Oslo Agreements, 258 
Ostrich feathers, 101 
Ottawa Conferences, sec Colonial 
Conference, Imperial Conference 
Ouehy Agreement, 258 
Oveisea Settlement Committee, 130, 
134 n; Board, 155-6, 174, 175, 
176 

Oxford, 295 

Pacifie Ocean, 52, 1 12 
P.ikeha, 64, 68, 69 n**, 70, see also 
Now Zealand, settlers 
Palestine, 8 

Palm products, 101, 105, 113-21, 
122, Nigerian, 119, 120 
Paraguay, 210 
Pares, Mr. R , 18 n® 

Pans, 183; Allied Conference at, 
94 n\ 96-7, 114, 138 
Paterson, the Hon. J., 177 
Peace Conference, 52 
Peace River, 159 
Pec], Robert, 49 
Pennsylvania, 37, 38, 39, 40 
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Percontago fallacy, 79, 80, 92 
Percy, Lord Eustace, 260 
Persia, 25 
Peru, 27 124 

Petroleum, 102 
Philip, Dr , 54 
Phillips, Captain Owen, 120 
Phoirnium, 101 
Pisa, 9, 43 
Pitt, William, 47 
Platinum, 103 
Poland, 3 
polders y 6 
Population, Australian, 150-1, 156 
a^, 168-70, 176; Canadian, 28 n^, 
15H, 165-8, 176, English, 16, 17, 
47, 129, 131, 154, 156, 171-6, 

177, Kviropean, 6, 290, Cerman, 
171^2, 177; New Zealand, 168, 
175-8, natural decrease, 154, 171 - 
4, theory of, Malthusian, 16-17; 
World increasi*, 157 
Poit Sudan, 121 

Portugal, 44, 77, 86 , economic 

policy, 93, imperial policy, 33 
Potasln 35, 101, 103 
Powei, Professor Eileen, G 
Preference, and Aini'ncan trade, 
259-60; uniierial, 149, 265, 267, 
abaniloned by Croat Britain, 77, 
theory of, in Australia, 86, 89, 
98^2, 118, 218, 251, 254, 256, 
2(i2, in Canada, 49, 212, m the 
Dominions, 88 91, 136-40, 141 3, 
147 8, 207, 222, 290, m the War 
(1914-18), 97, 126-7, tnumpli ot, 
199 200, 203; and the fall in 
juices, 216, under Hiiskisson, 48-9 , 
at Ottawa (1894). 83, (1932), 

216-17, 218-19, 220, 222-3, 229, 
Mr Hruc(> and, 144-5; Austen 
Chambeilain and, 139-40, failute 
of, 246-7, ‘voluntary’, 201, 203 
Prices, collajise of, 178, 190, 272, 
275. 289, 291 , control of, 145, 
270-1; eijiiali/ation of, 281-3, 
market and ‘just’, 270-1, 274, 
282, 283, 285 

Prime Ministeis’ Conference, 134 
Prot<>ction, jiohcy of, 36, m nine- 
teeiith-cerituiy Europe, 75, 78, 

and maikets, 199; advance of, in 
Croat Biitain, 76, 79-81, 90-1, 
98/^1, 137-41, 200-3, 214-15; in 
the Dominions, 85, 90, 137, 235, 
247, agricultural, m Europe, 164, 


Protection — cont. 

in the Dominions, 236-7 ; Huskis- 
son and, 48-9; imperial preference 
and, 91, McKenna duties, 137-8; 
see also Preference, Tariffs 
Provision, policy of, 31, 32, 35 
Prussia, 77, 84, 86 

Quebec, 39, 165, 263 
Queensland, 123, 188 
Qiiosnay, 29 
Quicksilver, 103 

Quotas, 125 n*, 202, 213, 218, 221, 
235, 242; dairy produce, 213 n®, 
218, 243 244; fruit, 213 nL 218; 

meat, 218, 224-5, 239, 241-2; 
wheat, 213 n® 

RauhwirtscJiaff, 21 
Kavnholt, 171 

Kaw materials, 21, 289, 291 , British 
demand for, 24, 24 98 ; 

Dominions’ sujiply, 99; Cerrnany 
and, 96, tax on, 144, 287 
Red HiV(‘r, 165 
Redrnavne, Sir Richard, 260 
Reinet Craaff, 12 
B-ev Ivors’ Association, 80 
Rhode Island, 40 
Rhodes, Cecil, 15, 173, 299 
Rhodesia, 87 n^; Northern, 52 , 

Southern, 226, 236 
Ricardo, 48 n\ 294 uL 295, The 
Jnjhterice of a Low Fiice of Corn, 
295 

Roeki(>s, 4 

Rogers, Sir Erederick, 65, 66, 68 
Roscnbiug, Alfred, 6 
Rouss('hu, 12 a 

Royal Commission on Confiscated 
Native Lands, 64 
Royal Empire Society, 95 
Rubber, 101, 105, 289; crisis, 121-2 
Russia, 24 n, 158, 226 , British invest- 
ment in, 26, 27 ; economic 

})ohcj% 93; Persia and, 25 ; 

wheat, 163 

St. Eustatius, 39 
St Thomas, 39 n'^ 

Salter, Sir Arthur, 260 
Samoa, 52 
Saskatchewan, 159 
Saturday Review, 299 
Savage, Mr., 69 n®, 70 
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Scandinavia, 177 
Schlesinger, Professor, 40 n®, 41 
SchmoUer, 160 
Schuster, Sir George, 216 
Scotland, 3, 17 nS see also Great 
Britain 

Scullin, Mr., 213 nS 214 
Sea power, British, 36, 287 ; Venetian, 
8 

Self-sufficiency, imperial, 95-6, 103, 
105-6, 111, 119, 127, 266; national, 
111 

Selwyn, Bishop, 64 
Shaw, Bernard, The Apple Cart, 180 
Shelburne, Lord, 47 
Shipping, British, 19, 36, 48, Ameri- 
can, 47 

Sierra Leone, 119 
Silk, 251 71® 

Sisal, 22 

Slave trade, 19, 21, 37, 39, 110 

Slavs, 5, 6 

Slessor, Mary, 7 1 n® 

Smith, Adam, 3, 17, 28, 48, 52, 72. 
85, 106, 108, 267, 285, 290, 303; 
and Ameiica, 18 a’, 4L2, 45 6, 
160; and defence, 286; and divi- 
sion of labour, 294, and List, 75, 
268, and Die Navigation Acts, 
36, influence an<l opinions of, 21, 
29, 33, 34, 41-6, 47, 50, 53, 73, 
162, 269-70; Wealth of Nfftwns, 
29 71®, 37 n\ 416 
Smith, Reginald Dorman, 255 tA 
Smith lanwmns, 28, 29 
Smuts, General, 112, 136 
Snowden, Philip (Chancellor of the 
Exchequer), 213 
Social Credit, 270-1 
Somaliland, Italian, 62 n® 

South Australia, 18 
South Island, 62, 236 
South Pass, 4 

Spam, 3, 39, 43, 44, 77, 86; British 
investment in, 27 n' , empire, 33, 
45 

Staple, policy of, 31, 32, 35, 36, 48; 

Act (1673), 35 nS 36 
State, economic policy and tlie, 29, 
31; sovereign, evolution of, 3-4; 
totalitarian, 4, 269, 270 
Statute of Westminster, 234 
Steel-Maitland, Arthur, 113 
Stevenson, Sir James, 122 
Straits Settlements, 27 125 n* 

Strakosch, Sir Henry, 195, 216 


Sudan, Anglo Egyptian, 62 n®; 
cotton -growmg in, 22 n®, 123, 124; 
Plantations Syndicate, 124 
Sugar, 289; West Indian, 19, 20, 22, 
39 nS 157 
Sumatra, 120 

Survey of International Affairs, 265 

Sweden, 240, 278 

Switzerland, 79 

Sydney, 64, 255 

Syme, Mr , 86 n® 

Syria, 8, 9 

Tanganyika, 5.i n®, 206, cotton, 
124 Til 

Teiigier, 52 ti® 

T(tranaki Herald, 67 
Taiiff policy, Austiahan, 247 , Butish, 
84, 98a, 214 15; impel lal, 83 6, 
87-8, 226, 234 5; Tanfl Board, 
Australian, 228, 238, 247-8, 252; 
Canadian, 247, 248 71^, Unit(»d 

Mates, 248 Tariff Commission, 
138; ‘tariff personality’, 83, 85 
Taiiffs, colonial, British control of, 
48, 87 ; Joseph Chamberlain and, 
83, 81, 90-2; preferential, in 

British Empire, 39 84, 124, 

125, 139 40, 226; rise of foreign, 
93, 212, 229, see also Preference, 
Protection 
Tasmania, 70, 168 
Tea, 22, 289 , Indian, 20 
Tennyson, Lord, Committee, 128, 129 
Textiles, 269; Indian, 20; Lancashire, 
20, 124, 263-4 
Thibet, 304 

Thomas, Mr. J H , 203 ti* 

Thompson, William, 65 
Times, The, 49, 67, 68, 94 71^ 

Tin, 289 ; Malayan, 87 ti® ; Nigerian, 
115, 116, 125 

Tobacco, African, 22 n®, 226; Cana- 
dian, 226 , English, 38 ; Indian, 
226 ; Rhodesian, 226 
Toulmin, Sir George, 123 
Trade routes, 10, 11 
Transvaal, 14, 89, 299 
Trinidad, 206 

Trasteeahip, theory of, 62, 64 n^, 113, 
117, 118, 123; and colonial self- 
government, 64 66; Joseph 

Chamberlain and, 51; Lord Em- 
mett and, 118; Lord Lugard and, 
71-2, 116; missionaries and, 64, 
57. Sec also Mandates System 
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Tudors, 32 
Turkey, 26, 27 61 

Turner, Christopher, 154 
Turner, Professor, 41 

Uganda, 22, 52, 123; cotton, 124 
United Kingdom, eee England, Great 
Britain, &c. 
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